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Foreword 


The island-continent of Australia has, since the end of the 
Second World War, commanded attention not only in interna- 
tional politics and within the British Commonwealth but as an 
illuminating subject of social science analysis as well. Common- 
wealth bonds are, of course, historically the oldest; but the Sec- 
ond World War thrust Australia into a position of immense 
importance also in Asia. This position may very well prove cru- 
cial as a mediational matrix in the diffusion of cultural forms. 
Here we find British values, leavened by the egalitarianism of the 
Australian social order and by political institutions which have 
blended the experience of many older systems. We should also 
note that the whole is unsullied by the inevitably corrupting 
consequences of wielding world power. It is the absence of this 
corroding responsibility which distinguishes Australian from 
American development, for otherwise the ethnic and normative 
blends within the two societies are very much the same. The 
consequence of this blending of factors in Australia is the emerg- 
ing potential for interpreting Western political forms in a more 
meaningful way to the emerging and transitional political systems 
of Asia. This proximity to Asia has been one of the factors result- 
ing in close alliance, both in spirit and institutions, of Australia 
and the United States. Such mutuality of interest is manifest in 
the Australia-New Zealand-United States pact and in the South- 
east Asia Treaty Organization, as well as in joint participation in 
the military operation in Vietnam. 

I do not mean to suggest that Australia is important mainly 
because of Asia; I dwell on this only because of my own profes- 
sional bias and perhaps myopia. The importance of Australia 
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transcends its relationship with Asian societies. So far as social 
science goes the Australian experience is illuminating as we wit- 
ness a rapidly expanding political and economic system coping 
with the problems presented by such expansion but dealing with 
them in an international context which is much more precarious 
than that of two centuries ago when, for example, the United 
States developed as an important nation. 

In the 1966-67 academic year special attention was paid to 
Australia by the Duke University Center for Commonwealth 
Studies in a program planned and directed by Richard A. Pres- 
ton, William K. Boyd Professor of History and a member of the 
Committee on Commonwealth Studies. Three public lectures 
were given by distinguished visiting Australians: Professor Fred 
Alexander of the University of Western Australia and longtime 
Chairman of the Australia Selection Committee of the Center for 
Commonwealth Studies at Duke University; Professor Geoffrey 
Serle of Monash University; and Professor Wilfred Prest of the 
University of Melbourne, a member of the Australian Federal 
Grants Commission. These public lectures were followed by an 
interdisciplinary seminar attended by faculty and selected gradu- 
ate students in economics, history, and political science working 
in the Commonwealth Studies program. In April, 1967, a three- 
day Conference on Contemporary Australia was held. The aim of 
this conference was to bring together for mutual advantage Aus- 
tralian and American scholars interested in Australia. 

In the past the Center for Commonwealth Studies has been 
interested in Australia and has produced several publications but, 
despite the work of American and Australian scholars such as 
Seymour Martin Lipset, the late Kenneth McKirdy, Charles S. 
Blackton, C. Hartley Grattan, and Samuel McCullough, there is 
still great need in the United States for much closer attention to 
this remote continent. The present volume, presenting the studies 
of the several specialists involved in the Duke program, is pub- 
lished in the belief that it will stimulate further interest and 
research. 


RALPH BRAIBANTI 


Professor of Political Science and 
Chairman of the Committee of the 
Center for Commonwealth Studies 


Preface 


During the academic session 1967-68, as a corollary to the 
Canadian program of the previous year which produced the vol- 
ume entitled Contemporary Canada, the Duke University Com- 
monwealth Studies program concentrated on Australia. Problems 
of distance and cost made it impossible to invite enough special- 
ists to give complete coverage. It was therefore decided to take 
advantage of the fact that in any given period there is always a 
large number of Australian scholars in the United States on leave 
or visiting for other purposes. Inquiries about such visitors were 
initiated well ahead of time and a program was built around their 
special interests. 

To eliminate the disadvantages that would have attended a 
general discussion of a series of separate Australian special prob- 
lems by audiences whose knowledge would be limited, it was 
decided to bring visiting Australians and American Australianists 
together in a three-day seminar. This seminar, under the auspices 
of the Commonwealth-Studies Center, took place from April 
11-13, 1967, at the University Conference Center at Quail Roost 
in Rougemont, North Carolina, under the direction of Professor 
Richard A. Preston, William K. Boyd Professor of History at Duke 
University. 

The following presented papers: Henry S. Albinski, Professor 
of Political Science, Pennsylvania State University; Donald T. 
Brash, Economist with the International Bank for Reconstruction 
and Development; Enid M. Campbell, Professor of Law, Monash 
University (formerly of the University of Sydney); Ronald W. 
Gibbins, Lecturer in Accounting, University of Newcastle; Greg- 
ory D. McColl, Senior Lecturer in Economics, University of New 
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South Wales, and Visiting Professor of Economics at Duke Uni- 
versity; K. Bruce Ryan, Assistant Professor of Geography, Univer- 
sity of Cincinnati; and Thomas C. Truman, Professor of Political 
Science, McMaster University. Discussants were: K. Gregory 
Armstrong, Lecturer in Political Science, University of Mel- 
bourne; John W. Cell, Assistant Professor of History, Duke Uni- 
versity; Craufurd D. W. Goodwin, Assistant Provost, Director of 
International Studies, and Associate Professor of Economics, 
Duke University; C. Hartley Grattan, Professor of History, Uni- 
versity of Texas; F. H. Gruen, Professor of Agricultural Econom- 
ics, Monash University; Joseph E. Isaac, Professor of Economics, 
Monash University; Richard H. Leach, Professor of Political Sci- 
ence, Duke University; Robert S. Rankin, Professor of Political 
Science, Duke University; Jack E. Richardson, Professor and 
Dean of the Faculty of Law, Australian National University; 
Albert J. Robinson, Assistant Professor of Economics, York Uni- 
versity; Damodar P. Singhal, Reader in History, Queensland 
University; and Alan J. Ward, Lecturer in Political Science, Uni- 
versity of Adelaide. The following members of the Duke faculty 
also attended: Ralph Braibanti, R. Taylor Cole, Frank T. de 
Vyver, William B. Hamilton, Calvin B. Hoover, Richard A. Pres- 
ton, and Robert R. Wilson. 

As preliminary preparation for the seminar, three visiting Aus- 
tralians, Professor Fred Alexander of the University of Western 
Australia, Geoffrey Serle, Reader at Monash University, and 
Professor Wilfred Prest of the University of Melbourne, gave 
public lectures on background topics of a general nature during 
the fall semester of 1966 under the auspices of the center. Finally, 
the Commonwealth-Studies Joint Seminar for the spring semester 
also took Australia as its theme. Two visiting Australian scholars, 
Professors Kingsley Laffer and Gregory D. McColl, presented 
papers on Australian problems, as did Dr. John W. Cell and 
James H. Polhemus, Executive Secretary of the Center for Com- 
monwealth Studies at Duke University, and other graduate stu- 
dent members of the Joint Seminar. Professor Fred Gruen of 
Monash University, who was Visiting Professor at North Carolina 
State University in Raleigh, and Professor McColl attended the 
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seminar throughout the semester and played an important role in 
its work. Professor Gordon Greenwood of the University of 
Queensland, who visited Duke for a week, also attended on one 
occasion and provided most valuable commentary. 

The present volume is a selection of the papers presented in the 
various parts of the Australian program for 1967-68. Professor 
Isaac was asked to expand his comments on “Compulsory Arbitra- 
tion in Australia: An Economic Analysis.” In addition, there are 
some essays which had not been presented. Professor Bolton's 
study of northern problems, which he could not present because 
other duties kept him from the seminar, was secured for publica- 
tion. Dr. Fred Gruen was requested to prepare an analysis of the 
Australian economy. Dean Richardson was asked to prepare pa- 
pers on the Australian aircraft industry and antitrust legislation. 
A concluding essay by the editor summarizes the results of the 
program. 

The editor is indebted to all the contributors for their co-opera- 
tion, to Professor Norman Harper for criticisms of the concluding 
essay, and to Kenneth H. Cherry of the Duke Press for editorial 
assistance. 

None of the organizations which sponsored this conference or 
the individual papers, or the Center for Commonwealth Studies, 
is responsible for any of the facts or views presented here. Such 
responsibility rests solely with each author. 


RICHARD PRESTON 


Duke University Center for Commonwealth Studies 
May 20, 1968 
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Australia and Britain 


Geoffrey Serle 


The primary aim of this chapter is to provide historical back- 
ground for later specialist contributions. It is more than a general 
survey which takes in a lot of Australian history. In covering the 
historical relationship between Britain and Australia, it attempts 
to re-establish some basic truths which have been curiously neg- 
lected by many Australian historians, notably the paramount im- 
portance of imperial loyalty over most of the period of Australia’s 
history. Nearly all of Australia’s better-known historians grew up 
in the period of the British Empire. Some gloried in it, some re- 
belled against it, some were bored by it; but nearly all took it for 
granted and in the last generation especially have tended to over- 
look the obvious simply because it did seem to be so obvious. 
Perhaps it is time for what is no longer obvious to be restated and 
explained. 


The First Settlers 


For the first fifty years of its history, Australia was little more — 
than a convict dump, Britain’s trash can. But by the end of the 
1830's, when convict transportation was abolished to New South 
Wales, Australia was important to Britain in two other ways—as a 
supplier of wool and as a haven for migrants. 

The convict taint took a lot of living down and left a slow 
poison at work on Anglo-Australian relations. Although by the 
last third of the nineteenth century the uncompromising cleans- 
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ing methods of upright migrants had produced a society rela- 
tively free from crime and conventionally churchgoing by Euro- 
pean standards, and although only a very small proportion of 
Australians were then of convict ancestry or had had any convict 
associations (for few convicts had children and immigrants rap- 
idly swamped them numerically), nonetheless the automatic re- 
action of an Englishman confronted socially with an Australian 
was that he was a “convict” or a “descendant of convicts.” If the 
thought did not in fact cross the Englishman’s mind, the sensitive 
colonist imagined that it did. British governments’ attempts from 
the 1840's to the 1860's to force continuation or renewal of trans- 
portation produced the first united campaign of resistance and 
created the first Australian national cause; if the attempt had 
been pressed more firmly, a declaration of independence might 
have followed. The fervor of Australian nationalistic attempts for 
nearly one hundred years to whitewash the convicts, to demon- 
strate that they were more sinned against than sinners and that 
the real criminals were those who sent them out, displayed a 
psychological need and has only recently been almost silenced by 
scholars. The supposed taint mattered much more in a period 
when most men still thought of criminals simply as evil men 
rather than as maladjusted products of society. 

The pastoral industry gave Australia an alternative purpose: a 
successful staple was at last found which allowed the total settle- 
ment of the three major eastern colonies apart from their heavily 
timbered and desert country. The urgent need of a leading Eng- 
lish industry for new sources of supply, the peculiar suitability of 
the country for pastoralism, and the inspired experimentation 
which produced superior new kinds of wool in quantity were the 
fortunate combination which enabled Australia to ride on the 
sheep’s back for the better part of a century. It spelled the end of 
convictism after an interim period when penal needs were woven 
with the pastoral. It attracted a superior class of migrants with 
capital—farmers’ sons, men from the fringes of the gentry, army 
officers, and so on—whose numbers were small but who flour- 
ished as an incipient aristocracy until their pretensions were 
brushed aside by the weight of the democratic multitude. 
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By the mid-1830’s the colonies were changing quickly into 
colonies of settlement with the insatiable demand of pastoralists 
for additional labor and with the foundation of three new col- 
onies—Victoria (initially the Port Phillip District of New South 
Wales), South Australia, and Western Australia. Australia began 
to compete with the United States and Canada for migrants, and 
to neutralize the great advantages that those countries had be- 
cause of shorter distances and cheaper fares the Australian col- 
onies adopted schemes of free, or almost free, assisted migration. 
There was little early idealism at the British end where emigra- 
tion was often seen as a means of reducing the poor rates and 
relieving the pressure of the politically discontented; conse- 
quently a large proportion of the early assisted migrants were a 
sorry crew. Many of them were paupers from the workhouses. 
After a time, however, the colonies were able to impose negative 
restrictions on the choice of migrants, and while they were not 
often satisfied that they were getting enough of the categories 
they wanted, historically Australia has been able to impose rigid 
social and medical checks on its government migrants so that the 
destitute, disabled, and dispirited have been largely excluded. 
The quality of the early migration was greatly improved by the 
private endeavor of John Dunmore Lang and Caroline Chisholm 
who each introduced several thousand handpicked sturdy re- 
spectable workingmen and women, and by the Wakefieldian 
idealism which inspired the settlement of South Australia, that 
“paradise of dissent” where nonconformists largely put their ideas 
of civil and religious liberty into practice. 

For a century the numbers of state-assisted migrants and those 
who went out independently were roughly equal; in recent years 
the state-assisted have predominated. The turning point in the 
quality of migrants came in the 1850's, the decade of the gold 
discoveries. Certainly (as in California) there were many bad 
eggs among the adventurous, but most were God-fearing men 
whom gold attracted. However, after the early rushes the great 
attraction came to be (as in California) high living standards, 
especially in Victoria, which was now one of the most important 
British colonies. For the first time the middle classes and artisans 
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migrated to Australia in large numbers, and for long periods in 
the later nineteenth century the economic attraction of most of 
the colonies was so great that they were able to abandon state- 
assisted migration. It is idle to speculate much on the motives of 
migrants. Men migrated to Australia for all sorts of other reasons 
—for their health’s sake, to escape creditors, to elope with a 
forbidden bride—but demonstrably high living standards, the 
prospect of meat three times a day, had most to do with it. On the 
whole, migration does attract the more adventurous, those with 
initiative; it also attracts the discontented, including those misfits 
who are unhappy wherever they may be. Australia got many 
disillusioned Chartists, but not the best, who stayed to fight it 
out. Australia got many who saw there a better prospect of get- 
ting on and making the most of their talents, but not the very 
best, who arose from nowhere and despite all barriers stayed to 
carve out a career at home. Still, broadly, migrants to Australia 
were determined to get on, up and out of the ruck; perhaps 
migrants do have more vitality than those who stay behind. But 
in other ways the migrants were broadly a cross-section of Eng- 
land, Scotland, and Ireland, with the Scots and Irish in rather 
greater proportion than in the British Isles. They approximated to 
a cross-section except that the head and the tail—the aristocracy, 
gentry, and others established at the top and the poverty-stricken 
proletariat—were underrepresented. Socially Australia was and is 
much more like Scotland, Yorkshire, and Lancashire than south- 
ern England in outlook and manners—like the north country with 
a strong Irish strain. So after a couple of generations of intermar- 
riage the Australian Briton emerged—the product of England, 
Scotland, and Ireland. And if there is an Australian physical type, 
this is the first thing to note about it. Just as the almost uniform 
Australian accent, whatever else contributed to producing it, is 
primarily the mean of the scores of British regional accents of the 
nineteenth century. 

Gold in the 1850’s revolutionized Australia’s economic relations 
with Britain and made it matter to the world. In a decade the 
population trebled to 1.25 million, and a steady growth began to 
over 3 million by 18go0. And it was the wealthiest population in 
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the world bar the United States and possibly Canada. In the 
1850's Australia suddenly became Britain’s second most impor- 
tant customer and for the rest of the century went on to exchange 
wool, gold, and wheat for manufactures. A flood of British capital 
poured in for both public and private enterprise. Public borrow- 
ing developed on a huge scale as railway networks were built; 
private capital for pastoral and building finance kept pace. Later 
patriots deplored the immensity of the British stake in Australia. 
But it is a fact of life that developing countries for long need to 
import by far the greater proportion of their capital. Moreover, in 
view of the ease with which mining promoters fooled gullible 
British investors, it was sometimes a question of who was exploit- 
ing whom. For a long time Australia remained not much more 
than an extension of the British economy. 


Self-government 


In mid-century the colonies achieved almost all the self-govern- 
ment they wanted. So long as convictism remained, self-govern- 
ing institutions had been out of the question. However, in the 
thirteen years from 1843 to 1856 progression was made from rule 
by governor and nominated council, through awkward and unsat- 
isfactory stages of part-elective legislatures with limited powers, 
to bicameral parliaments, following the trail blazed in Canada. 
The strident complaints of colonists demanding their right as 
British citizens to self-government were met just in time. Foreign 
relations, it is true, and other matters of imperial concern were 
totally withheld—that hardly mattered for another generation— 
and a few irritating restrictions on domestic self-government re- 
mained. But broadly, between the 1850’s and 1890's the colonies 
became as self-governing and as independent as they wanted to 
be. The Colonial Office, uninformed and lacking in understanding 
though its officers often were, gracefully yielded to necessity and 
disapprovingly allowed such outrageous policies as protection to 
native industry. In fact the colonies had to decide for themselves 


how free they were going to be: if they really wanted something, 
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they got it, for the imperial government had no ultimate sanction 
but force, and that was unthinkable in the nineteenth century— 
you can’t spank fully grown children. The old parent-child anal- 
ogy, hackneyed though it is, still has some illustrative force. What 
happened in fact was that the Australian colonies behaved like 
relatively well-brought-up and well-adjusted teenagers whose 
affection for their parents grew as they were given more freedom. 

But what was to happen to the relationship? In the 1870's and 
18g0’s the common assumption in both countries was that sooner 
or later Australia would inevitably separate to become a re- 
public. Before the rise of the new imperialism, few in England 
cared very much, and some dogmatic free traders thought separa- 
tion highly desirable. Even men in the Colonial Office, with nota- 
ble exception such as the Earl of Carnarvon and Herman Meri- 
vale, thought that their function was to insure that the inevitable 
parting was accomplished as peacefully as possible. It was much 
the same in Australia. Though there was far more zeal to retain 
the relationship and hardly anyone actively desired a republic 
before the 1880's, the common assumption was that separation 
had to be. There were no other precedents, this was what colonies 
did when they ripened to maturity; once they were no longer 
under control and dependent, they became free and independ- 
ent. The main concern of the rest of this chapter is to show why, 
in the short run, this view was so mistaken. 

It is frequently noted that native-born Australians became the 
majority early in the 1870's; it is not often pointed out that there 
was not a majority of native-born adults until the 1880's and that 
the native-born were not predominant in the ruling group of 
society until 1900 or later. Until the 1890’s many more migrants 
than native-born occupied the seats of power in politics and 
business, and in some fields such as education and religion they 
predominated until well into the twentieth century. In many 
respects in the late nineteenth century Australia was as like trans- 
planted midlands or northern counties as colonies, the migrants 
were so dominant, the communities were so highly urbanized, 
and the nonconformist radical middle classes, men on the make, 
were so influential. The derivative cultural life of Melbourne and 
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Sydney was comparable in quality and kind with that of Birming- 
ham, Manchester, Liverpool, or Leeds, cities of similar size. Men 
of this generation lived for news from home. They placed no 
bounds to Australia’s future greatness and prosperity, were im- 
mensely proud of their achievement as colonists, were intensely 
grateful to the land which gave them opportunity to better their 
station, and generally regarded themselves as building a better 
Britain free of class privileges and the evil of property. But they 
also saw themselves as building their part of a Greater Britain 
and hardly began to envisage, let alone approve of, the emer- 
gence of an Australia with national ideals and character markedly 
different from Britain’s. 


Bush Nationalism 


At the same time an incipient nationalist movement had been 
developing from earliest times. Throughout Australian history 
there was to be a broad identification of nationalism or Australian 
patriotism with radicalism and the have-not classes. The most 
fervent imperialists were to be the most conservative and the 
best-off economically. The more radical, the more nationalist, is a 
generalization which broadly stands. The Australian legend 
which Russel Ward’ has so well defined was based on convict and 
emancipist resistance to authority and on Irish dissent and the 
natural patriotism of the native-born; and it centered on the 
pastoral outback where isolation, harsh conditions, and the ab- 
sence of female society produced a most peculiar response to 
environment. It was essentially a proletarian movement of the 
pastoral interior and for long had little impact on the cities. It 
was confined in expression to the development of a social ethos 
and a genuine folk culture. Then in the 1880's it suddenly took 
political shape and profoundly influenced the growth of an ex- 
treme nationalist press, republican organizations, militant trade 
unionism, and the political mobilization of labor. “The whole 
outback was lousy with ideas,” to quote a good Australianism. 


1. The Australian Legend (Melbourne, 1958). 
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The sheer excitement of the movement and the remarkable abil- 
ity and fascination of its chief organ, the Sydney Bulletin, have 
perhaps led to exaggeration of its contemporary importance and 
to neglect of the loyal imperialism of the great majority of Austra- 
lians at the time. Moreover, it was almost entirely a phenomenon 
of the two eastern colonies of New South Wales and Queensland. 
Industrial and closely settled Victoria and agricultural South Aus- 
tralia, where by now pastoralism was of minor importance, had 
few of these legendary Australians, their Labor movements were 
mild and weak, middle-class radicalism held sway, and Methodist 
and Presbyterian wowsers set the tone of society. 

The combination of mildly Australian patriotic views with fer- 
vent imperial loyalty which characterized these southeastern col- 
onies was to prevail for the next half-century. It was broadly the 
standpoint of the powerful Australian Natives’ Association; it was 
broadly similar to the dominant Canadian viewpoint. In those 
interesting years of decision, roughly between 1885 and 1895, 
the extreme nationalist and republican movements collapsed 
politically. Australia rallied to the Boer War with a minimum of 
dissent; the protest movement was far weaker than in England. 
When Labor governments came to power in the early years of 
the century, their convictions and actions on national-imperial 
problems were only marginally different from their opponents’. 

Essentially the Bulletin bush nationalists were primitive isola- 
tionists who assumed Australia could develop into Utopia almost 
without a defense policy and with no commitment to Britain. 
Australian nationalism took a different shape and for half a cen- 
tury amalgamated itself with British imperialism without serious 
stress or strain. Most of the children and grandchildren of the 
earlier nineteenth-century migrants waved the Union Jack as 
vigorously as ever. The major explanation lies, first, in the break- 
down of Australian isolation when European powers moved into 
the Pacific and when the consequences of the revolutionary 
change from sail to steam became apparent and, second, in the 
development of jingo-imperialism in Britain. In the 1880's for the 
first time the colonies took a hand in international diplomacy 
when first they attempted to annex New Guinea, were repudiated 
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by the imperial government, and then were justified in their 
judgment of the situation when Bismarck’s Germany occupied 
northeastern New Guinea. They then, by persuading a reluctant 
British government to stand firm, successfully resisted a French 
attempt to annex the New Hebrides. The more exuberant of the 
colonial leaders virtually proclaimed an Australian Monroe Doc- 
trine for the Pacific. Yet it was not just a simple case of brash 
young imperialism in an emerging nation; the political leaders 
saw themselves rather as the agents of British imperialism, laid 
down a claim to rule the Pacific on behalf of Britain, and were 
delighted to pay for a colonial squadron of the Royal Navy. 
Gladstone was generally condemned for his wishy-washy non- 
imperial policy, and there began a long alliance of colonial gov- 
ernments with the Tory imperialists, strengthened later by an 
agreement over imperial preference. One immediate consequence 
of these events in the Pacific in the 1880’s was agreement by the 
imperial government to consult the colonies on external matters 
affecting their interests—an important milestone in national de- 
velopment. 


The New Imperialism 


The role of the colonies, and especially the Australian colonies, 
in encouraging the new imperialism is often neglected. Old colo- 
nists were prominent in the foundation of the Royal Colonial 
Institute in 1869 and the Imperial Federation movement in 1884. 
The latter was at first essentially a movement for imperial unity 
and as such attracted wide support in the colonies until it began 
to destroy itself by dogmatic emphasis on impracticable schemes 
of closer constitutional union. But pressure from the Imperial 
Federationists and concern about the rows with Australia over 
the Pacific did much to bring about that first Imperial Conference 
of 1887, at which the first steps on the road to the British Com- 
monwealth of equal partners were taken. The following interna- 
tional threat to Britain and the parallel development of British 
nationalism and assertion of racial superiority touched off an 
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equally hysterical grateful response in the Australian colonies— 
adopted and recognized at last by their parent. 

So Australian federation in 1900 was a great imperial occasion. 
The Boer War was an opportunity to prove manhood, gain recog- 
nition, pass the blood test, and celebrate nationhood and loyalty 
to the empire. “Independent Australian Britons” was one con- 
temporary definition which is not misleading. Characteristic na- 
tional policies were affirmed, such as White Australia, but even 
that owed as much perhaps to prevailing British assumptions 
about racial superiority as to the peculiar Australian situation. 
Australian nationalism, so far as it had developed, was satisfied in 
practice with complete freedom in domestic affairs and with no 
voice in imperial policy except on Pacific questions, which now 
were quiescent. The old dilemma appeared to have been solved: 
colonies did not inevitably become republics, imperial control 
had withered away, nationality and membership in the empire 
appeared to be not in the least incompatible. Sentiment and 
family ties, aided by judicious imperial policy, had prevailed— 
and were greatly to be reinforced early in the twentieth century 
by a major new factor, the rise of Japan. 

Japan’s victory in the Russian war caused an immediate flutter 
in Australia. Defense planners were pointing out that for the first 
time in Australian history, as Britain’s relative naval strength was 
fast declining with the growth of the German, Japanese, and 
American fleets, absolute security was lost; there was now a theo- 
retical threat to Australia’s safety. Although Britain had reached 
an alliance with Japan, Australia’s considerable armament pro- 
gram from about 1907 was probably as much a consequence of 
the possible Japanese menace as of the obvious European threat 
to the empire. Japan remained the one overwhelming condition- 
ing factor right down to Pearl Harbor; and it profoundly affected 
Australia’s position within the empire. For it confirmed absolutely 
Australia’s foreign policy of not having a foreign policy, of staking 
everything on imperial protection, and of encouraging so far as 
possible a common British imperial policy. The lucky country! 


2. Coined by Alfred Deakin, the phrase is used by W. K. Hancock as the title of 
chap. iii of his Australia (London, 1930). 
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What extraordinary good fortune to live so long without having 
to afford a foreign policy! It seemed wise for a long time, though 
long habit had become soporific, the “Singapore complex” 
blinded Australians to reality, and when it came to the test it was 
the United States rather than Britain that came to the rescue. I 
am not arguing that hardheaded realism absolutely controlled 
Australia’s slow emergence as a nation, but only that fundamental 
considerations of defense and foreign policy reinforced sentimen- 
tal attachment to empire down to 1941, that there was a coinci- 
dence of interests and ideology. At all events, Australia lagged 
behind Canada, and of course South Africa and Ireland, in press- 
ing for recognition of dominion status, which was achieved with 
the Balfour definition of 1926 and the Statute of Westminster 
(which Australia did not trouble to adopt until 1942). 

And so, for roughly half a century, the relationship between 
Britain and Australia remained very stable. Australians were as 
loyal to the monarchy, or more so, than the British, for it had 
added significance as a symbol of the imperial relationship; there 
was a little latent hostility, but to all outward appearances repub- 
licanism was dead. Except on a few rare occasions when Australia 
had something specific to say, imperial policy was Australian 
foreign policy. 

The close economic links remained unshaken: the trading tie 
was unnaturally close—generally about half Australia’s exports 
went to Britain and about half its imports came from Britain. 
There was a slow long-term decline in the proportion of imports 
from Britain, but Australia remained Britain’s second or third- 
best customer and even as late as 1936-37 60 per cent of Austra- 
lian imports came from within the empire. Almost all overseas 
investment was British: public borrowing continued on a huge 
scale down to the depression, and New York contributed only 
occasionally, generally when state Labor governments fell out 
with the City of London. Private investment from Britain still 
played the dominant part in industrial development, especially in 
the fast-growing metals industry. Huge sectors of Australian in- 
dustry were controlled and owned more and more by mixed 
English-Australian boards of directors and shareholders. 
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Large-scale British migration continued in the two decades 
before and after the First World War between the two great 
depressions; only a tiny proportion of Continentals diluted the 
stock. All the major Australian newspapers were strongly imperi- 
alist and used British news agencies exclusively, so that Australia 
saw the world through English eyes. Perhaps the most striking 
illustration of the closeness of association between the two coun- 
tries is the aggregation of institutional ties, the close relationships 
of voluntary societies—correspondence, visits, exchange of per- 
sonnel—ranging from most of the churches, professional associa- 
tions, and learned societies to patriotic societies, freemasons, 
sporting organizations, and a host of miscellaneous societies 
which were independent branches of the parent bodies. We must 
remember also the millions upon millions of private letters which 
flowed back and forth between migrants and family and friends 
as a measure of intimacy of contact. 

In this complex network of contacts was a great deal of the 
lifeblood and energy of the imperial association. The sense of 
tradition and habit, the assumption by citizens of both countries 
of a permanent relationship, was the foundation of unity which 
surface disturbances barely began to undermine. None of this 
implies that Australian patriotism was not growing throughout 
the period, however slowly. A schizophrenic double loyalty 
characterized the vast majority of Australians, but the area of 
conflict between Australian and imperial patriotism was generally 
small. Some conservative imperialists were pathetically colonial 
in the early days of the century in their belief that no Australian 
manufactures were worth buying, books by Australians were not 
worth reading, Australian wines were undrinkable, and that Aus- 
tralian soldiers could never be disciplined enough to use as infan- 
try. Some Australian patriots wanted to substitute three coo-ees 
for three cheers, institute an order of the wattle blossom instead 
of knighthoods, and so on. But for most Australians, as between 
the political parties, the range of disagreement was narrow. Cam- 
paigns to substitute “Waltzing Matilda” for “God Save the King” 
never really got going. There were standing disagreements—con- 
tinual rows over whether an Englishman or an Australian should 
be governor-general or state governor, over the award of imperial 
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honors which Labor governments refused to recommend, over 
the choice of English bishops, professors, etc. instead of local 
candidates. But compromise symbols were typically adopted. 
After long controversies the Australian flag adopted contained 
the Union Jack as well as the Southern Cross; stamp issues were 
alternately the King’s head and an Australian motif; coins bore 
the King on one side, the Australian coat of arms on the other. In 
state schools, where the flag is saluted every Monday morning, 
instructions were that either the Union Jack or the Australian flag 


could be used. 


Australian Patriotism 


The First World War gave a great fillip to Australian patriot- 
ism, especially among the more conservative Protestant middle 
classes. Sacrifice and achievement by an Australian volunteer 
army led directly to a large step forward to dominion status and 
separate membership in the League of Nations. The digger joined 
the bushman as a second folk hero, but the Anzac legend was 
largely exploited by the conservative imperialists who at ceremo- 
nies on April 25 usually commemorated Australia’s national day 
by indiscriminate glorification of Australia’s achievement of na- 
tionhood at Anzac, imperial ideas, and conservative social and 
“racial” values.* 

The small minority extreme nationalist movement, as I have 
indicated, had minimal influence. But we would do well to re- 
member the existence of the extreme left wing of the Labor 
movement, which was stronger earlier in the century than later 
but not strong enough to gain much representation in the parlia- 
mentary Labor parties. The flourishing International Workers 
of the World and other forerunners of the Communist party and 
many militant trade unionists of course had no time for empire. 
And what of the Irish, constantly a quarter of the Australian 
population? Largely because they were relatively poverty 
stricken and uneducated compared to English and Scottish mi- 
grants, they tended to remain an underprivileged minority, partly 


3. I have expanded the theme of this paragraph in “The Digger Tradition and 
Australian Nationalism,” Meanjin Quarterly, XXIV, No. 2 (1965), 149-158. 


16 Contemporary Australia 


isolated by their own choice on grounds of principle within their 
separate Catholic educational system, underrepresented in poli- 
tics, the professions, and the employing class. But, unlike the 
American Irish, they were still living under the Crown and in 
direct antagonism to the Protestant liberal majority. All the pres- 
sures were to conform, and political and clerical leaders at- 
tempted to restrain their followers from overactive support for 
the Irish nationalist cause. Moreover, the success of Irish migra- 
tion to Australia in terms of dramatically improved living stand- 
ards and opportunities produced not only a stronger than normal 
sense of gratitude to Australia and sense of Australian patriotism, 
but also a developing loyalty to the British Empire as distinct 
from perfidious and diabolical Albion. No one has yet convine- 
ingly analyzed the conflicts and contradictions in Irish-Australian 
loyalties. But the potential deep cleavage only once became a 
reality during the conscription crisis of the First World War 
shortly after the Easter Rebellion in Dublin, when most of the 
Irish Catholics joined the majority of the Labor movement in 
successful opposition to conscription. The legacies of bitterness 
and hatred poisoned Australian society for a generation, though 
Home Rule in Ireland removed most of the basis of tension. 


English Attitudes 


It is a law of empires that the concentration of knowledge, 
interest and sympathy is overwhelmingly to the center. The Aus- 
tralian was brought up on English history and literature and was 
often wounded by the frequent ignorance and apathy of English- 
men who could not possibly be expected to know much about 
Australia. So long as faith in empire remained, Australians were, 
however, generally warmly regarded throughout the British Isles, 
and some mild pride in “colonial” loyalty was displayed. But the 
general picture of Australia was a vague one of sun, sheep, and 
surf, mighty but undisciplined soldiers, cricket, kangaroos, and 
wide open spaces. (Australia’s accepted image has always been 
misleading since for a century most Australians have lived in 
cities or large towns.) There were many particular views of pride 
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and prejudice. Businessmen tended to frown on supposed ultra- 
radicalism of governments and the frequency of strikes, though in 
fact Australia soon lagged behind in the move toward the welfare 
state. Liberals deplored protection and the White Australia pol- 
icy. Oxford and Cambridge and Covent Garden overrated Aus- 
tralians: the universities because the pick of Australian graduate 
students went there, opera lovers because of Australia’s freakish 
overproduction of great singers. In general, however, the edu- 
cated Englishman tended to see Australia as a raw, crude society, 
a cultural desert, and echoed Angela Thirkell, the novelist, who 
dismissed it as a “wonderful country for Warrant Officers.”* Aus- 
tralia may have been for long and may remain largely a cultural 
desert, but the mockers had not the slightest idea how much 
cultivation there actually was. English intellectuals have always 
tended to judge other countries by their own standards, while 
remaining blind to the mass of their fellow countrymen whose 
horizons are bounded by “The News of the World,” bingo, foot- 
ball pools, and the dog track. Moreover, the educated Eng- 
lishman finds it difficult to take the opinions of an educated 
Australian seriously, simply because he doesn’t sound like an ed- 
ucated man. It is all so like the historical attitude of Europeans 
toward the United States; realistic appraisal lags half a century 
behind; there is a deep-seated psychological blockage which 
prevents the parents’ taking the young man’s opinions seriously. 
At the other end of the social scale, however, the working class 
tended to be much more conscious of Australia; for many it was 
a standing alternative to their existence, such was the extent of 
migration and of the channels of communication which migration 
created. 


American Protection 


How it has all changed in one generation! I grew up in the 
British Empire—the word Commonwealth never really caught 
on. I belatedly realized five years or so ago that my students had 
little idea of what that involved, what it was like. In the last 


4. Graham McInnes, The Road to Gundagai (London, 1965), p. 267. 
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twenty-five years Australia has changed dramatically. Consider 
the basic alterations. With the decline of Britain as a world 
power, Australia relies for defense almost entirely on the United 
States, with whom it is bound by treaty. Its diplomacy is shaped 
now, not by fear of Japan, but of China especially, and the basis 
of that policy has in recent years more and more been shaped by 
the hope that faithful support for American policy is the best 
long-term investment. Economically, trade with Britain has de- 
clined rapidly, so that Japan has become a more important cus- 
tomer; and American investment is now greater than British. 
Large-scale migration from Continental Europe has occurred for 
the first time and is subsidized by government; for many years 
migrants from Britain and the Continent have been roughly equal 
in number. Public opinion has forced modification and relaxation 
even of the White Australia policy. Culturally there has been a 
considerable flowering. The young Australian now has no sense of 
conflict in his loyalties, sees himself naturally as an independent 
Australian, neither cringes nor struts as his parents tended to do, 
but walks relaxed and upright, though seemingly without great 
concern about his destination. 

Before the Second World War the strength of the British link 
could be demonstrated by the extraordinary weakness of Ameri- 
can influence—extraordinary, given the similarity of social values 
and historical experience. There were minimal economic links 
and few political—oddly enough, these were most conspicuous 
on the left wing—and only a few minor technological and cul- 
tural influences, until the advent of mass culture: Hollywood, 
tin-pan alley, and the comic strip. Now the influences are funda- 
mental, and on the cultural side, regrettably, the contacts tend to 
be with the worse rather than the better American examples. The 
injection of Continental Europeans on a large scale has quite 
suddenly brought the American and Australian experiences much 
closer together; after all, Australians in origin are now about 
one-fifth Irish and one-fifth Continental, and about one-third 
Catholic. Obviously, apart from Canada, and perhaps New Zea- 
land, Australia is far and away the country in the world that is 
most like and has most in common with the United States; there 
is a growing realization of this in both countries. 
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The knocking away of the props of the imperial association 
between Britain and Australia—defense and the economic nexus 
—have seemingly led to a swift withering away of sentiment. It 
appears that the blood relationship, habit, and tradition count for 
little against hard realities in altering sentiment. I wonder. I 
suspect a vast fund of good will remains which lacks opportunity 
for expression, and tradition may have more lasting power than 
appears at the moment. Nonetheless, though history like cricket is 
a funny game in which predictions are very likely to come un- 
stuck, it now does appear that Australia will in the end follow the 
path of other colonies of settlement which became nations, that, 
however protracted and unforced, its ultimate end will be separa- 
tion and independence, and that the half-century’s holdup of the 
normal progression was only a temporary response to what may 
now be seen in perspective as a relatively short-lived revival of 
enthusiasm for empire in Britain and to the defense needs of a 
weak and isolated country in the earlier twentieth century. 


Postscript 


Events in the year since this chapter was written indicate not 
merely a steady weakening in associations with and sentiment for 
Britain but a startling growth of pro-American sentiment. It may 
be that American control of key sectors of the Australian econ- 
omy, joint involvement in overseas ideological forays, the deter- 
mination of influential sections of Australian opinion to place 
Australia under American protection, and the growing pervasive 
influence of American culture will produce a situation in which 
Australia becomes an American province, i.e., a relationship simi- 
lar to that between Britain and Australia in the first half of the 
twentieth century. For as I have argued elsewhere,’ Australia 
seems to be more vulnerable to Americanization than any other 
country, in the absence of a strong existing national tradition or a 
language barrier, and in its assumed need, because of geographi- 
cal exposure, to seek satellite status under the protection of a 
great power. 

5. “Austerica Unlimited?” Meanjin Quarterly, XXVI, No. 3 (1967), 237-250. 
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Australia in World Affairs 


Frederick Alexander 


Three Formative Forces 


Australia’s present place in world affairs involves appreciation 
of three factors: the respective influences of geography, of his- 
tory, and of demography. Geographically, we Australians belong 
to Asia; historically, our links have been chiefly with the United 
Kingdom and Europe and in more recent years also with the 
United States; demographically, we are a small nation of some 
eleven million, mainly (and until quite recently, almost exclu- 
sively) Anglo-Saxon in race, sprawled over an island continent, 
but concentrated increasingly along its eastern and southeastern 
seaboard. Australia’s record in international affairs must be exam- 
ined in the light of these three determinants, geographic, historic, 
and demographic. This is essential to an understanding of Aus- 
tralia’s place in world affairs, and these same conditioning factors 
have relevance to the other more specifically political, economic, 
and social questions which are considered in greater detail in 
later chapters in this book. 

It is well to begin by stressing the relatively late emergence of a 
distinctively Australian foreign policy. Right down until World 
War II, history and demography were much more important than 
geography in shaping Australia’s attitude toward its neighbors. 
Still allegedly “98 per cent British,” Australians of the nineteenth 
century, and most of their descendants as late as the twenties and 
thirties of the next century, were content enough to leave external 
relations to the British Foreign Office in London. An outpost of 


Australia in World Affairs 21 


Western civilization in the Southwest Pacific, Australians were 
concerned primarily with the exploitation of their economic re- 
sources, being assured of a British market for their primary pro- 
duce and relying for their security on the Royal Navy, which still 
ruled the waves. 

In the closing decades of the nineteenth century and the first 
quarter of the twentieth Australia made some contributions in the 
field of political and social democracy. In terms of intraimperial 
and international relations, however, we lagged behind Canada, 
especially in the twenties and thirties. Despite the earlier con- 
tributions to Australian nationalism of the Bulletin school, we 
had no Australian Dafoe and no Manitoba Free Press. The First 
World War had given us our national baptism of fire at Gallipoli 
and elsewhere; it had also brought some significant economic 
changes in the national economy. In the political field, however, 
the conscription referenda of the mid-war years had not only split 
the nation but had left a legacy of isolationism from which, even 
today, the official Labor movement has not yet fully recovered, as 
any dispassionate analysis of the opposition’s current attitude on 
Vietnam must recognize. The early interwar years not only saw 
Labor in the political wilderness for more than a decade; they 
also encouraged Labor leaders to bury their heads in the sands of 
isolationism, ean which the rigors of the economic depression 
did little to rescue them. On the. other side of the political fence, 
moreover, William Morris Hughes and Stanley Melbourne Bruce 
believed in the continued unity of an empire which would speak 
with one voice. Neither of these two interwar prime ministers 
showed any sympathy with Canadian, South African, or Irish 
Free State pressures which culminated in the Balfour Report of 
1926 and the Statute of Westminster of 1931. So, Australia had no 
direct democratic representation outside the United Kingdom 
until 1940, when an Australian minister was appointed to Wash- 
ington. 

The economic depression of the thirties tended to throw all 
sections of Australian political opinion back into preoccupation 
with local affairs. However, I must note that when I was a young 
lecturer stumping the country districts of Western Australia as 
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well as the metropolitan area of Perth in search of support for the 
old League of Nations Union, I found at least one new thing. The 
farmers of Western Australia had by the mid-thirties discovered 
that their welfare was inextricably bound up with the world price 
of wool and wheat. 

It was the Second World War which shocked most Australians 
into a belated realization of the need for an Australian foreign 
policy that would have some relationship to the hard fact of their 
country’s geographic proximity to Asia. With Japanese bombers 
at Darwin and Broome and midget submarines in Sydney harbor, 
with an Australian army division trapped in Malaya, the old sense 
of security vanished overnight. For the first time, those few who, 
like Frederic Eggleston, had been campaigning for years for a 
distinctively Australian foreign policy found that they were being 
heard. 

The closing years of the war period and the early postwar years 
reinforced this trend by a rapidly developing industrialization. 
The consequential attempt to reconcile history and geography 
was mixed up with a belated popular recognition of the impor- 
tance for Australia of closer links with the United States. A less 
narrowly British approach to international relations was also facil- 
itated by the change in Australia’s immigration policy which 
resulted in the introduction of a million or more displaced per- 
sons and other Europeans to leaven the Anglo-Saxon lump and 
balance the emotional elements in the tie with the United King- 
dom. 


Three-pronged Australian Foreign Policy 


With history, geography, and demography thus functioning in 
very different fashion, the two postwar decades have seen the 
emergence of what I like to call a three-pronged Australian 
foreign policy. Its first aim has been to maintain continued co- 
operation to mutual advantage with the older members of the 
Commonwealth, and especially with the United Kingdom, with- 
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out prejudice to the retention by each member state of its indi- 
vidual interests, aspirations, and convictions. The second prong 
has been an extension of the war-enforced recognition of the stra- 
tegic and other potentialities for Australia of the new role of the 
United States in world affairs generally and in the Pacific in par- 
ticular. With these two objectives went a third direct conse- 
quence of the newly found importance of Asian proximity. This 
was the urgent need to shape Australia’s economic and political 
relations with Asian countries in the form most likely to promote 
mutual prosperity and security, based on increased knowledge 
and mutual self-respect. 

Despite some differences of emphasis from time to time and 
despite periodic revivals of partisan or personal preoccupation 
with local issues, the record of the last two decades of Australia’s 
international relations reveals a relatively high degree of continu- 
ity and stability in the attempts of successive governments to 
weave these three threads into a nationally distinctive and effec- 
tive Australian foreign policy. 

Generalizations of this kind are notoriously dangerous. Some 
Australians and New Zealanders would challenge this thesis by 
citing particular incidents to show that the emphasis on one or 
other of these aims has allegedly been at the expense of the 
other. Both the ANZUS agreement of 1949, for example, and the 
SEATO Pact of 1954 were attacked at the time and are still 
severely criticized by political and academic groups in Australia 
as implying a too subservient Australian concern for United 
States approval. ANZUS and SEATO were denounced as gravely 
threatening the third objective of an informed understanding of 
the interests and viewpoints of Asian neighbors. 

On both these two contentious issues of ANZUS and SEATO, I 
have myself been unable to accept the arguments of the critics, 
who have included men of considerable academic standing such 
as my friend Professor Macmahon Ball of Melbourne. It has 
always seemed to me that, on balance, it was in the long-range 
interest of Australia to have a basis for close collaboration with 
the United States, even at the risk of strain with Asian neighbors 
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who held aloof from SEATO. By the same token, the decision to 
send Australian troops to Malaya, which I thought a justifiable 
form of recognition of Australia’s need of outer lines of defense, 
seemed to the official Labor opposition and to some of my aca- 
demic colleagues a dangerous survival of colonialism. 

On certain other issues, the pattern of a three-pronged Austra- 
lian foreign policy seemed even to me to be dangerously slanted 
in the direction of military security and ideological warfare. Two 
illustrations may be cited. I found myself in openly declared 
opposition to the prevailing government policy at the end of the 
forties and in the early fifties of not following the British lead in 
the recognition of Communist China. A second example was in 
the matter of the Suez invasion, in which the Menzies govern- 
ment lined itself full-square behind Sir Anthony Eden. 

Opinions may still differ on these issues. I noted with some 
interest that my former pupil, Mr. Paul Hasluck, now minister of 
external affairs, has used at the United Nations the old, old 
argument of the early fifties against the admission of Communist 
China. There are, however, other cases where I believe Australian 
foreign policy has been proved both soundly based and distinc- 
tive. One such case has been Australia’s attitude over nearly two 
decades toward Indonesia. It would not, I think, be difficult to 
maintain this thesis by reference to the initiative of the Chifley 
Labor government, when Dr. H. V. Evatt was minister for exter- 
nal affairs and Australia’s support for Indonesia earned it some 
black looks both in London and in Washington. Again, the re- 
straint of the Menzies government in not flying to the aid of 
Netherlands interests in West New Guinea was, I believe, a real- 
istic assessment of the situation, however much uneasiness the 
thought of Indonesia as a neighbor must have caused Australian 
administrators in Papua~New Guinea. At the same time, the later 
firmness of the Menzies government in opposing Indonesian con- 
frontation of Malaysia, though once again criticized by many 
Australian academics, has, I believe, paid dividends, even if the 
deciding factor came as much from within Djakarta as from 
either Kuala Lumpur or Canberra. 
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Influential Makers of Policy 


It is no part of my purpose to deliver a panegyric on postwar 
Australian foreign policy; still less to suggest that the policy has 
been uniformly successful or always wisely directed. There has, 
indeed, been an occasionally dangerous tendency for the rivalries 
of domestic party politics to flow over into the field of foreign 
affairs. We in Australia, for example, had our period of something 
akin to McCarthyism. In other respects, too, personalities have 
played significant parts in Australia’s postwar performance in 
world affairs, not always to its advantage. But when the dust of 
partisan controversy has eventually come to rest I think the judg- 
ment of history will deal kindly with many of those who were 
prominent in the formulation and direction of this distinctively 
Australian postwar foreign policy, men on both sides of the do- 
mestic political fence. 

Among these I should mention two names—names of two men 
now removed from the hurly-burly of party politics. One was the 
late Herbert Vere Evatt, the other Richard Gardiner Casey. I 
believe that the record of history will show that Evatt, for all his 
personal shortcomings, did much to put Australia on the map, at 
the United Nations and elsewhere. Evatt’s failure in domestic 
politics and the sadness of his closing years should not be allowed 
to obscure this fact. His drive and industry in external affairs 
accomplished much, particularly while Chifley was still there as 
prime minister to offer his colleague in External Affairs the guid- 
ance and restraint of a calm and eminently sane leader. Since it is 
something of a relief to be able to praise other than the dead, I 
should like to add my need of recognition for the postwar 
achievement of the present Lord Casey, now governor-general of 
Australia. It was my privilege in 1942 to interrupt a year in this 
country as a Rockefeller Fellow in Social Science to join the staff 
of the first Australian minister to the United States, Mr. R. G. 
Casey, as he then was. I then served for a time as personal 
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assistant to the Australian minister while he, like the whole of the 
young Australian Department of External Affairs, was desper- 
ately short-staffed. This experience not only enabled me to judge 
Mr. Casey’s quality and industry at close range but subsequently 
led me to watch with keen interest the unprecedented attempt of 
this Australian who became successively a British minister of 
state and governor of Bengal to fight his way back into the rough 
and tumble of postwar Australian politics. He not only succeeded 
in doing this before his elevation to the peerage but also made a 
signal contribution to the building of Australian prestige in Asian 
capitals by his persistent determination and sheer hard work and 
by a long series of personal visits. 


Australia and Asia 


If one distinctively Australian achievement had to be selected 
from the record of the last two decades, I would name the Co- 
lombo Plan. It does not matter greatly that the proposal spon- 
sored at Colombo in 1950 by the minister for external affairs of 
the day, Mr. Percy Spender, as he then was, has since been shown 
not to have been a novel concept. What is important was that it 
was Officially sponsored by the Australian government. It is also 
significant that it was extended to include the non-Common- 
wealth countries in Asia. For both of these, Australian diplomacy 
may rightly claim credit. Had it not been for the active sponsor- 
ship of the Australian government, what is now the Colombo 
Plan might have remained a vague idea instead of developing 
into a concrete organization, or it might have been confined to 
India, Pakistan, Ceylon, and Malaya. Once again, too, it may be 
claimed that the Australian government’s initiative and special 
regard for regional geographic interests were consistent with its 
other objective of working with Commonwealth countries to 
mutual advantage. The plan also served as an encouragement to 
the United States to extend the benefits of President Truman’s 
Point Four Program. 

I make no apology for stressing the Colombo Plan, because it 
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may be viewed as part of the wider educational contribution 
which Australia’s secondary and tertiary educational institutions 
have made in the last two decades to Australian-Asian relations 
on the educational level. My own University of Western Australia 
has had, I believe, a higher proportion of Asian students within 
its total student body than any of its sister institutions. I am able 
to say from personal experience that the results have been mu- 
tually beneficial and surprisingly free from any major social prob- 
lems despite the persistence without substantial modification of 
the Australian policy of severely restricted non-European immi- 
gration which is known, somewhat unfortunately, as the White 
Australia policy. Here again, perhaps, I may recall the changing 
demographic trends in the postwar period. 

I should not like to leave this cursory review and analysis of 
Australian postwar foreign policy on a note of complacency or 
undue self-satisfaction. With the necessary qualifications arising 
from variations of emphasis due to persistence of domestic party 
rivalries and the impact of personalities, I have traced the opera- 
tion in a comparatively short period of time of what I have called 
a three-pronged, distinctively Australian foreign policy. I wish I 
could also say that this policy has had the strong support of a 
well-informed and keenly interested Australian public. We have 
made some strides in this direction, I believe, since the Second 
World War shocked many Australians for the first time into some 
realization of their actual situation in the contemporary world. I 
would gladly cite the increasing influence of such bodies as the 
Australian Institute of International Affairs and stress particularly 
its publications record of the last ten years under the influence of 
its successive presidents, Professors Gordon Greenwood and Nor- 
man Harper, with whom I am happy to be associated as the 
editor of a series of half a dozen volumes, planned and in being, 
on some of Australia’s neighbors. In most of the Australian univer- 
sities, moreover, we have been strengthening both undergraduate 
and graduate studies in the Asian field, which had been very 
largely neglected at the tertiary educational level before the Sec- 
ond World War. In the more popular educational field, however, 
there is still a long way to go. 
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In some respects I think the Australian press is even less effec- 
tive in the sixties than it was in the thirties, though I must admit 
that we now get more American news direct instead of, as of that 
time, through London. There has also been a substantial exten- 
sion and broadening of the coverage of international news and 
international comment by the Australian Broadcasting Commis- 
sion, both on radio and television. I would venture to go so far as 
to say that it is better than that offered to the public of this 
country by American broadcasting and television services, at least 
as I sampled them during a recent visit. And it is mercifully free 
from the danger of confusing the latest international incidents 
with the persistent rivalry between American breakfast cereals! 

At the risk of repetition the substantial progress made since the 
last war in the range and depth of Australian university studies, 
both graduate and undergraduate, in fields impinging directly or 
indirectly on the subject of international relations should again be 
stressed. It is also highly significant that this postwar period has 
seen a new emphasis on Asian studies in almost all the Australian 
universities. We may still be some distance away from a powerful 
and well-informed Australian public opinion behind the re- 
oriented foreign policies of successive Australian governments of 
the postwar period, but we do have an increasingly significant 
minority interested in, and sometimes highly critical of, the gov- 
ernmental achievement in reconciling the three objectives which 
I have suggested are being woven into it. 


The Potential Influence of a Small Nation 


Sweeping generalizations regarding any nation’s foreign policy 
such as are offered here are necessarily somewhat dangerous. 
Their application to particular circumstances requires considera- 
ble care and sometimes substantial qualification. 

Nevertheless, I venture to stress the great significance of the 
changing impact of demographic characteristics upon the atti- 
tude of most Australians to what was once, for most of them, the 
“mother country.” As already suggested, I also believe that no 
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account of the opposition of certain political groups within Aus- 
tralia to the present government's policy over Vietnam can be 
fully intelligible without a background knowledge of the persist- 
ent influence of the 1916-17 campaign against conscription for 
overseas service. By contrast, however, that same Australian op- 
position to involvement in Vietnam, at the academic level, in- 
cludes one of the clearest indications of the changing relationship 
between Australia and the United States. The organization on a 
number of Australian campuses of that completely un-Australian 
phenomenon, the “teach-in” on Vietnam, is itself one of the clear- 
est indications of the growth of a close link between Australian 
and American academic colleagues in the sixties which was virtu- 
ally non-existent in the thirties. 

This “background” chapter must not attempt to foreshadow the 
more detailed analyses which will follow on specific topics, 
whether of domestic or international concern. But I would like to 
conclude by making two further points regarding Australian for- 
eign policy in the postwar years which are admittedly somewhat 
personal. During some forty years I have devoted most of my 
leisure and some of my professional life to the attempt to stimu- 
late the growth of this distinctively Australian foreign policy. I 
have tried to be guided consistently by two governing principles, 
whether in writing or teaching or on the public platform or on the 
few occasions when it has been my privilege to serve more or less 
officially in a relatively humble capacity. In the first of these I 
have often failed to carry some of my respected academic col- 
leagues with me; I am not sure that the second principle has 
always received the recognition in governmental circles that I 
would have wished. 

The first principle carries me back to the three determinants of 
which I spoke at the beginning of this talk: history, geography, 
and demography. Of these, demography has been the most limit- 
ing of the three in shaping our role in world affairs. The paucity 
of our population and its spread compel recognition that Aus- 
tralia is only a small power. Demography therefore demands 
restraint and, in the last resort, may compel submission. For 
Australia to thumb her nose at great powers may on occasion ease 
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our feelings considerably but it does the great powers no harm 
and it does Australia no good. I have sometimes wished that 
academic critics of Australia’s policy vis-a-vis the United States 
would occasionally bear this fact in mind. 

This does not mean, however, that as a small power Australia 
has no services of importance to render in world affairs, either to 
itself or to the world. The potential role of the small nation in 
international affairs has often been gravely underestimated. Great 
states have no monopoly either of brains or of courage. A small 
nation like Australia, if it takes its job seriously, if it carries 
through its appointed role with intelligence, with courage, and 
with integrity, may often exercise an influence on world affairs 
which is out of all proportion to its manpower and to its material 
resources. 

The small nation may often do things of importance which a 
great power would like to do but cannot because of other compli- 
cations. I remember hearing an address at Chatham House in 
London some thirty years ago which made a deep impression on 
me and which bears directly on this point. It was given at the 
Royal Institute of International Affairs by a Norwegian of consid- 
erable political and diplomatic experience. Mr. Hambro was dis- 
cussing the part played by small powers on the Council of the old 
League of Nations, forerunner of the present Security Council of 
the United Nations. Great powers which were permanent mem- 
bers of the League Council were at this time being very critical of 
the small powers which were elected from time to time; these 
were denounced as irresponsible idealists or logrollers who seri- 
ously embarrassed the responsible work of the Council. (Much 
the same has since been said of small powers at the United 
Nations and of African states at meetings of Commonwealth 
prime ministers in London.) Mr. Hambro recalled a meeting of 
the League Council when he represented Norway at Geneva. 
France had at this time been pursuing a policy in the Middle East 
which had been causing considerable concern in League circles, 
and it was hoped that Great Britain would use this particular 
League Council meeting to block the French Middle East project, 
if need be by invoking the Council’s unanimity rule. 
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Unfortunately, Anglo-French diplomatic relations were at the 
time delicately involved over a major issue in Western Europe. 
British opposition on the Middle East question, it was felt in 
London, might have serious repercussions on the more important 
Western European matter. So the British representative on the 
League Council remained quiet at its public sessions and merely 
made unofficial efforts outside the Council chamber to block the 
proposed French action. He had no luck and the deadline rapidly 
approached. Pressed by his Norwegian colleague and by others, 
the British representative then sent an urgent signal in code to 
the Foreign Office to seek instructions. This was on the morning 
of the final Council meeting. He received a cabled reply from the 
Foreign Office. It came not in code but en clair. It read: “England 
expects that every Norwegian this day will do his duty.” 

This application of the famous Nelson touch to international 
diplomacy may serve as well to round off these comments on 
Australia’s role in world affairs. It will, I guess, be a long time 
before any Australian leader will be in a position to command a 
diplomatic force on the size or potential significance of that which 
Nelson had at Trafalgar. An Australian prime minister should, 
however, have the courage and the vision to call on his fellow 
Australians to do their duty alongside him in the mutual interest 
of their own country and of a world with which contemporary 
history, economic geography, and changing demography are 
bringing them into increasingly close and active association; and 
that call might in certain circumstances be very effective. 
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Economic Problems and Policies 
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The Economy 


Fred H. Gruen 


Introduction 


Australia is one of the richest nations in the world. While 
international comparisons are fraught with statistical and concep- 
tual difficulties, there is a large body of evidence which suggests 
that Australia’s average standard of living places it among the top 
four to eight nations in the world. Table 1 gives some recent 
international comparisons of incomes and consumption. For a 
more exhaustive comparison, the reader is referred to the Report 
of the Committee of Economic Inquiry, which is by far the most 
useful and detailed reference on the Australian economy.* 

Australia appears to have attained an exceptionally high stand- 
ard of living in the nineteenth century. On the other hand the 
growth in national output per head during the first half of the 
twentieth century was one of the lowest among the rich nations. 
The relevant figures are given in Table 1. 

We do not really know why national growth rates differ as 
much as they do; nor are the answers likely to be simple. How- 
ever, in the case of Australia the broad reasons for the very high 
initial output per head and the slow subsequent progress in the 
first half of the twentieth century are perhaps not too difficult to 
diagnose. At the turn of the century, the natural resources of 


I am indebted to H. W. Amdt, W. M. Corden, E. A. Russell, and R. H. Snape for 
helpful comments on an earlier draft. 
1. Commonwealth of Australia, Report of the Committee of Economic Enquiry, 
4 vols. (Canberra, 1965), Vol. II, Appendix E, hereafter cited as the Vernon 
eport. 
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Australia—in particular the large pasture lands and the mineral 
deposits discovered in the second half of the nineteenth century 
—-provided very profitable possibilities of specialization for a 
small labor force. The production of wool and of other pastoral 
products, of gold and other minerals, was the main basis for the 
high living standards at the turn of the century. This also explains 
part of the subsequent slow growth; at that time, the technical 
possibilities of improvement—at least in the pastoral industry— 
were probably small.’ In addition, the deliberate policies of fos- 
tering manufacturing industries as well as certain relatively inef- 
ficient and labor-intensive rural industries (e.g., dairy products, 
dried vine fruits) were bound to reduce the rate of growth—at 
least until these industries passed out of the “infant industry” 
stage. Some secondary industries (e.g., steel) have in fact passed 
out of the stage where they need protection from overseas compe- 
tition. But the general pattern has been one of a long-term growth 
in protection. The more recent trends in this and other aspects of 
the Australian economy are discussed in more detail below. 

While Australian growth of output per head has been more 
rapid since World War II than at any other time in the previous 
thirty years, it has not been impressive by comparison with other 
advanced countries. But there is evidence of a substantial lift in 
the rate of growth since about 1960; thus in the last seven years, 
output per head has been growing around 3 per cent per annum 
—or about twice as fast as in the fifties. 


Economic Goals and Policies 


All Australian governments in the postwar period have stressed 
their adherence to certain major economic goals, including 


2. Donald has pointed out that 1901, the year of federation, was perhaps the 
very nadir of Australian agriculture. “Wheat yields were desperately low, pastures 
were deteriorating and both sheep and cattle numbers were declining.” For well 
over a century Australian land use had been exploitative, and it took many years to 
reverse the process. The resources devoted to scientific work into farm problems 
were very meager; the first university faculty of agriculture was not set up until 
1910, and the Council for Scientific and Industrial Research started only in 1926. 
Cf. C. M. Donald, “Innovation in Agriculture,” in D. B. Williams (ed.), Agricul- 
ture in the Australian Economy (Sydney, 1967), pp. 57-58. 
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growth, full employment, price stability, and external balance. It 
is more difficult to say what this means in practice and what 
relative importance is attached to the different objectives—if and 
when they conflict. 

The connection between these various goals is, of course, cen- 
tral to the problem of managing the economy. For the particular 
case of the Australian economy these interrelations have been the 
subject of some elegant model building and of much discussion 





Table 1. Per Capita Real Incomes and Consumption: Some Inter- 
national and Historical Comparisons 





Per capita annual growth rates 





During first 
half of 
Index Gross twentieth 1950-64 
of real national century (gross 
consumption product (national domestic 
1960 1964 produc?) product) 
Country (U.K. = 100) ($ U.S.) (Percentage) 

United States 140 $3,002 1.5 1.8 
Sweden 125 2,095 2.6 3.2 
Canada 108 2,106 1.6 1.8 
Australia 106 1,807 0.9 1.8 
United Kingdom 100 1,698 1.0 2.5 
Switzerland 96 2,071 1.4 3.0 
New Zealand 95 2,046 1.1 1.8 
Denmark 87 1,684 1.6 3.0 
Germany 86 1,766 0.8 5.8 
Norway 83 1,882 733 | 3} 
France 75 1,579 1.0 Sb 
Belgium 74 1,462 n.d. 3.1 
Netherlands 73 1,431 0.9 Sh 





Sources: Col. 2: W. Beckerman and R. Bacon, “International Comparisons of Income Levels: A 
Suggested New Measure,” Economic Journal, LXXVI (September, 1966), 533. 

Cols. 3 and 5: United Nations, Yearbook of National Accounts, 1965, Tables 9B and 4A, re- 
spectively. Estimates for New Zealand relate to 1963 and the period 1954-63, respectively. For 
Belgium the period is 1953-64, for Italy, 1951-64. 

Col. 4: Simon Kuznets, “Quantitative Aspects of the Economic Growth of Nations,” Economic 
Development and Cultural Change, V (October, 1956), 10, Table 1. Kuznets’ estimates have been 
converted to an annual growth rate. The Scandinavian countries’ income measure used differs 
slightly from the others. For Denmark net domestic product, for Norway gross national product, 
and for Sweden gross domestic product was used. Initial and terminal periods differ slightly in 
some cases. For Australia Kuznets used Collin Clark's estimates. Since 1956 N. G. Butlin has pub- 
lished more detailed estimates of Australian incomes investment and consumption for the period 
1860 to 1939. Butlin’s estimates confirm the low rate of growth of Australian production and con- 
sumption per head over this period. See N. G. Butlin, “Long Run Trends in Australian Per Capita 
Consumption,” in K. Hancock (ed.), The National Income and Social Welfare (Melbourne, 1965). 
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among Australian economists.* This is not the place for a sum- 
mary of the models or even of the conclusions drawn from them. 
What will be attempted is to make the objectives more explicit 
and to discuss the willingness of Australian governments to sacri- 
fice the different objectives if and when they conflict. 

Although all major parties pay lip service to growth, full em- 
ployment, price stability, and external balance as desirable goals, 
the different parties would interpret these somewhat differently. 
Thus the Australian Labor party would probably want “fuller 
employment” and more “growth” and it would tend to regard 
“price stability” as less important than would the governing Lib- 
eral-Country party. Even within the Liberal-Country party coali- 
tion there would be differences of emphasis; in addition, the 
relative importance of the goals would change over time. Thus 
during periods of low overseas reserves and/or rapidly rising 
prices, more weight would be accorded to the objective of price 
stability 

“Price stability” has never been interpreted very strictly as an 
economic goal. A gradual upward movement of the consumer 
price index of around 1-1.5 per cent per annum has been re- 
garded as a satisfactory degree of “stability”; in the postwar 
period prices have usually risen more rapidly.* In fact, it is possi- 
ble to argue that price stability has been one of the lesser objec- 
tives of government policy and that inflation has been restrained 
primarily to achieve the objective of external balance. It is a moot 
point whether greater price stability could have been obtained 
without sacrificing other goals—in particular full employment. 


3. See the contribution of T. W. Swan, “Economic Control in a Dependent 
Economy,” Economic Record, Vol. XXXVI (March, 1960); T. W. Swan, “Longer 
Run Problems of the Balance of Payments,” in H. W. Arndt and W. M. Corden 
(eds.), The Australian Econom (Melbourne, 1963); W E. G. Salter, “Internal 
and External Balance: The R Ae of Price and Expenditure Effects,” Economic 
Record, Vol. XXXV (August, 1959); A. M. C. Waterman, “Some Footnotes to the 
“Swan Diagr am’—or How Dependent Is a Dependent Economy?” Economic 
ca Vol. XLII [Sastenber, 1966). 

Thus, in the thirteen years since 1952-53 there have been only three years 

ane prices rose by less than 1 per cent per annum, three years of price rises of 

1—2 per cent per annum, five years of price rises of 2-4 per cent per annum, and 

three years with conan prices risin ng faster than 4 per cent per annum. Prior to 

1952-53 prices rose much more rapidly than that—at an average of 10 per cent 
per annum over the period 1947 to 1952. 
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“External balance” has usually been interpreted as a satisfac- 
tory level of overseas reserves without import controls. Balance of 
payments deficits on current account have not worried policy- 
makers unduly, as long as they were sufficiently offset by capital 
inflow. 

“Growth” or “development” has been interpreted rather loosely 
as implying high targets of both population increase (to be 
achieved partly through immigration) and expansion of produc- 
tive facilities of all kinds, i., more factories, dams, power 
stations, mines, and irrigation schemes. Economic notions of ac- 
cording some sort of ranking order to the different investments 
which are possible has been regarded as evidence of defeatism 
and faintheartedness, of lacking faith in Australia’s unlimited 
possibilities. 

The overriding aim of Australian economic policy since the war 
has been “full employment.” It has been interpreted by British 
rather than United States standards; thus unemployment rates in 
excess of 1-1.5 per cent are widely regarded as unsatisfactory and 
as requiring remedial action. 

For the management of the economy the federal government 
has a wide variety of tools available. At this stage we will com- 
ment only on those which come under the heading of “monetary 
and fiscal policy,” largely because a discussion of other policies 
(e.g., protection ) is better covered separately at a later stage. 

Monetary policy is administered by the central bank, the Re- 
serve Bank of Australia, but the ultimate source of control is the 
federal government. The central bank has the usual instruments 
of monetary control, including flexible minimum reserve require- 
ments for trading banks on the American pattern, the power to 
engage in open market sales and purchases of government securi- 
ties and to fix the interest rates offered by trading and savings 
banks. 

In practice governments have been loath to change interest 
rates. There is strong political pressure for low interest rates— 
from farmers, housing authorities, and state governments. Hence 
it has often required considerable political strength and firm 
convictions to raise them. Once interest rates have been raised, 


40 Contemporary Australia 


there is reluctance to lower them, because of the difficulties 
which would be encountered in raising them again! The power of 
the central bank to fix interest rates and to engage in open market 
operations has therefore been somewhat circumscribed in prac- 
tice. Stimulated in part by the government’s reluctance to use 
interest rate policy more flexibly, there has been a rapid growth of 
non-banking financial institutions. The central bank has only indi- 
rect influence on these institutions. To enable the trading banks 
to compete more effectively, they have, in recent years, obtained 
permission to raise their interest rate structure. There is also more 
consultation and greater emphasis on informal directives. As a 
result, one commentator has suggested that monetary policy re- 
cently “has boiled down to a simple cosy and pragmatic series of 
telephone calls between the Reserve Bank and the major trading 
and savings banks, who are politely asked would they please limit 
any change in their outstanding advances in the coming so many 
weeks to such and such a level. It may not be elegant. But it 
works.” For how long such informal, non-price techniques of 
control will work is an open question. Reliance on informal and 
secret negotiations or directives is a fairly common feature of the 
Australian economic scene. 

The other important weapon used to control the level of eco- 
nomic activity has been fiscal policy, i-e., variations in levels of 
taxation and government expenditure. In a review of Australian 
fiscal policy during the postwar period, Artis and Wallace have 
pointed out that successive federal treasurers have not (at least as 
far as their public statements reveal their attitudes) wholeheart- 
edly espoused the principles of functional finance, or, in Ameri- 
can parlance, of “the new economics.” Nevertheless, by less 
perfectionist standards and by comparison with many overseas 
countries the record has been quite impressive. Another recent 


5. Economist, November 18, 1967, p. 36. A detailed account of the postwar 
development of monetary policy is to be found in H. W. Arndt and C. B. Harris, 
The Australian Trading Banks (Melbourne, 1965), chap. vii. The limitations of 
special accounts, the political pressures against raising interest rates, and the 
limitations on open market operations which this entails are documented in detail. 
The chapter also contains a good discussion of the more recent developments in 
Australian monetary policies. 

6. M. J. Artis and R. H. Wallace, “Fiscal Policy in Post-War Australia,” 
unpublished ANZAAS paper, Melbourne, 1967. 
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study suggests that the overall impact of fiscal policy has been in 
the right direction in eleven of the last fourteen years—i.e., in 
those cases fiscal policy brought the economy nearer to its full 
employment trend than it would have been with a “neutral” fiscal 
policy.’ Significantly, the three occasions when fiscal policy aggra- 
vated the imbalance were all years of inflation when a tougher tax 
and expenditure policy would have been required. In two of the 
three years political considerations were probably responsible for 
the “perverse” action taken. Thus, in 1949-50 the new Liberal- 
Country party government had just been elected to office on an 
explicit policy promise to reduce taxes and get rid of postwar 
restrictions; in 1954-55 electoral considerations delayed restrain- 
ing actions. 

Because of the frequency of elections, the Australian electoral 
system is not conducive to the adoption of politically unpopular 
- economic policies which may only pay off some years later. Elec- 
tions for the lower house must be held at least every three years. 
(The majority party or parties in the lower house elects the prime 
minister and sometimes Cabinet.) Elections for the Senate (the 
upper house) also have to be held every three years, but these 
need not coincide with lower house elections. Thus in the last 
sixteen years there have been nine federal elections, including 
three specifically for the Senate. In addition, state elections are of 
importance to federal governments. Under the circumstances, it 
is perhaps not surprising that governments sometimes lack the 
willingness to pursue rigorous policies of fiscal restraint. 

Nevertheless, it remains true that the timing and the strength 
of fiscal actions have sometimes been unsatisfactory—particularly 
in restraining inflation. This is also partly the result of the time 
lags involved—the time which must elapse before the statistics 
are collected and compiled, before they are analyzed and inter- 
preted, before action is decided on, and, finally, before any gov- 
ernment action can affect the general level of employment and 
economic activity. 

The major short-term policies used to insure external balance 


7. D. A. L. Auld, “A Measure of Australian Fiscal Policy Performance, 1948-49 
to 1963-64,” Economic Record, Vol. XLIII (September, 1967). 
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have been: (1) The use of fiscal and monetary policies to control 
the level of internal economic activity, which have been discussed 
briefly in the preceding sections. (2) The use of quantitative 
restrictions on imports from 1952 to 1960, a subject dealt with at a 
later stage. There has been a great reluctance to alter the Aus- 
tralian exchange rate to correct an external imbalance. It stems 
partly from a belief that it would not affect the supply of (pre- 
dominantly rural) exports and partly from a fear of adverse 
consequences on capital inflow and the distribution of incomes. 


High Rates of Immigration and Capital Formation 


The most important single fact of Australia’s economic life in 
the postwar period has been the high rate of population increase. 
Between the census years of 1947 and 1966, the population grew 
from 7.5 to 11 million—an average rate of increase of 2.25 per 
cent per annum. About three-fifths of this growth resulted from 
natural increase in Australia, the remainder from immigration, 
both spontaneous and government assisted.* About half the immi- 
grants have been assisted, i.e., have had a substantial part of their 
fare paid by the Australian government. In 1964 and 1965 the 
proportion increased to about 70 per cent of the net permanent 
migrant intake. The vigorous government attempts to attract im- 
migrants have predominantly non-economic motives—the threat 
of invasion during World War II providing an important impetus. 
As S. J. Butlin suggested some years ago, “development” has 
always been part of the Australian religion since the founding of 
the colony by Governor Phillip in 1788. “Development” has been 
identified with geographic spread of settlement and with the 
quantitative increase of population. 

Whatever the motives, a high level of immigration and the 
accompanying rapid rate of growth of population have important 
economic consequences. A growing population requires substan- 
tial capital investment to provide the equipment for the increased 


8. If the children born to immigrants after their arrival in Australia are credited 
to the population increase erie from immigration, the proportion resulting 
from immigration rises to about half (cf. Vernon Report, I, 74). 
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work force and the housing and durable consumer goods which 
the extra population will require (at the Australian standard of 
living). Another economic consequence of rapid population 
growth concerns the balance of payments. Given the pattern of 
Australia’s foreign trade (exports predominantly of farm products 
and minerals; imports of capital goods, materials for industry, and 
consumer goods), a high rate of population growth is likely to 
raise imports relative to exports. Again, rapid population growth 
makes the labor supply not only larger but also more mobile, i.e., 
it becomes easier for the available work force to take advantage 
of new technologies and of changes in demand. Lastly, the en- 
largement of domestic markets makes possible the establishment 
of processes of mass manufacture which were previously uneco- 
nomic. 

Partly as a result of the rapid postwar population growth, about 
a quarter of Australia’s gross national product has been devoted 
to fixed capital formation, a portion which is very high, both by 
prewar Australian standards and by comparison with most other 
advanced economies.” This high rate of capital formation is prob- 
ably the most important single factor in the improved perform- 
ance of the Australian economy since World War II. 

It is difficult to estimate what proportion of total capital forma- 
tion went toward supplying the additional labor force with 
capital equipment and housing, replacing worn-out or obsolete 
capital, and increasing the amount of capital per head. While a 
substantial part of gross investment was used to extend produc- 
tive facilities for the growing population, even this part provided 
a vehicle for the more rapid adoption of up-to-date technology 
and thus speeded up the rate of growth of productivity (output 
per worker). There is little doubt that the high levels of capital 


g. This is a short-run effect. In the long run adjustments in relative prices 
would, in due course, restore external balance. For a more detailed discussion see 
P. H. Karmel, “The Economic Effects of Immigration,’ in Australia and the 
Migrant (Sydney, 1953), and W. M. Corden, “The Economic Limits to Population 
Increase,” Economic Record, Vol. XXXI (November, 1955). 

10. According to N. G. Butlin’s estimates, gross capital formation only once 
before reached 21 per cent of GNP, for one or two years during the boom of the 
1800's; during the 1920's it fluctuated between 17 and 20 per cent. Detailed 
historical and international comparisons are given in Russell Mathews, Public 
Investment in Australia (Melbourne, 1967), pp. 48-58. 
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formation and immigration reinforced each other. As pointed out 
earlier, immigration raises the community's demand for capital 
goods; on the other hand, the high level of investment has pro- 
vided the employment opportunities and rising living standards 
necessary to attract immigrants.” 

While the broad postwar picture has therefore been one of 
stepped-up growth and expansion of the economy, there have 
been occasional interruptions. There have also been important 
changes in policies and in the problems confronting those at- 
tempting to manage the economy. A more detailed historical 
discussion of the behavior of the Australian economy over this 
period will focus attention on many of its particular, individual 
features. 

For this purpose we will divide the postwar period into four 
subperiods which have some degree of uniformity. The first of 
these is the period of shortages, decontrol, and inflation which 
lasted from the end of the war to about 1952. The second was 
characterized by import restrictions and balance of payments 
crises (1952 to 1960). The third subperiod is very short. It lasted 
about fifteen months from November, 1960, and contains the most 
serious break in Australia’s postwar period of growth. The last 
subperiod extends from 1962 to the present, when the economy 
has been more open to overseas competition and the rate of 
growth has been relatively high. It is a period of large-scale 
mineral discoveries, increasing international capital inflow, the 
decline of Britain as a trading partner, and, in the last two or 
three years, of rising armament and war expenditures. 


1946 to 1952—Shortages, Decontrol, and Inflation 


During World War II, the Australian economy was fully 
geared to the prosecution of the war. Manpower and essential 


11. A study by Appleyard suggests that Australian unemployment has a very 
direct and immediate effect on migration from Germany and Holland and a 
somewhat more lagged effect on immigration from the United Kingdom. In 
addition, sizable unemployment in Australia leads to local demands for a suspen- 
sion of immigration. Cf. R. T. Appleyard, “The Effect of Unemployment on 
Immigration to Australia,” Economic Record, XXXIX (March, 1963), 65-So. 
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supplies were strictly controlled, inessential production such as 
consumer durables and private housing was reduced to a mini- 
mum. Price control effectively damped down price rises, more 
effectively than in most relevant overseas countries.” The end of 
the war led to the release of substantial pent-up demand for all 
goods and services. The fairly rapid lifting of controls made large 
price rises inevitable. Furthermore, the very success of Australian 
price control meant that prices of both imports and exports had 
risen much more rapidly than Australian prices; further inflation 
was thus imported from overseas. 

After 1948 other factors added to the inflationary conditions. 
These were: 

1. The devaluation of the Australian currency in September, 
1949. This kept Australia in line with sterling but represented a 
devaluation against the dollar and many other currencies. 

2. The stepping up of the net immigration intake from 29,000 
in 1947-48 to 162,000 in 1949-50. 

3. The outbreak of the Korean war in June, 1950, led to a great 
increase in world demand for basic materials, especially wool, 
whose average price in 1950-51 rose to more than eight times its 
World War II average. 

4. The then current Australian system of wage adjustment pro- 
vided for automatic quarterly changes in the minimum wages 
payable by employers whenever retail prices increased. Once the 
initial inflationary pressures had been built up, this system of 
automatic adjustment added to the inflationary momentum. 

5. The 14 per cent increase in minimum wages granted by the 
national wage authority in October, 1950. This was additional to 
the quarterly adjustments, which were then running at about 9 
per cent per year. 

6. The cheap interest policies pursued during the period. As a 
result, the central bank was obliged to expand the money supply 
by the purchase of government securities. 


12. Thus between 1938-39 and 1945-46 the prices of the goods in the Com- 
monwealth statistician’s wholesale price index which are “principally home pro- 
duced” increased by an average of 3.5 per cent per annum, compared with 8.7 per 
cent per annum for goods in the index which were principally imported (Vernon 
Report, II, 593, Table F6). 


46 Contemporary Australia 


As a result, over the period 1947-52, the Australian consumer 
price index rose by an average of 10 per cent per annum—more 
steeply than at any other time in Australia’s history and more 
than the concurrent price rises of most of Australia’s trading 
partners overseas. 


1952 to 1960—Import Restrictions and Balance-of- 
Payments Crises 


Not surprisingly, the inflationary conditions spilled over into 
imports. By 1951-52 these had risen to unprecedented levels 
($2,042 million in 1951-52, compared to $822 million in 1948- 
49). At the same time wool prices had fallen by a third, thus 
producing a very heavy drain on Australia’s international reserves 
of gold, sterling, and other foreign currencies. Between June, 
1951, and June, 1952, the reserves fell from $1,606 million to $704 
million. 

To safeguard them a temporary licensing system for all imports 
was introduced. This was intended to be temporary but was 
maintained for eight years, though its severity was modified in 
accordance with the current level of international reserves. The 
additional protection granted to import-competing industries as a 
result of this system of quantitative restrictions undoubtedly con- 
tributed to the growth of some uneconomic manufacturing indus- 
tries (chemicals are one example). 

This was to be only the first of a series of crises for Australia’s 
overseas reserves. They occurred roughly at four-year intervals, in 
1952, 1956, and 1960. While these periodic crises were brought 
about partly by fluctuations in capital inflow and in export re- 
ceipts, they were also aggravated by a growth of imports result- 
ing from internal boom conditions. The whole of this subperiod 
was one of high level of employment, the number out of work 
never rising as high as 2 per cent of the labor force.” 

13. The highest level of unemployment reached in any one year was 1.7 per 


cent, in both 1952-53 and 1958-59. The lowest level occurred in 1954-55, 0.5 per 
cent (Vernon Report, II, 583, Table E. 35). 
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But there were some fluctuations in the level of economic 
activity. Three business cycles can be distinguished since World 
War II. The first of these reached its peak in July, 1951, and its 
trough in October, 1952. The second cycle was relatively less well 
marked, with a peak in 1955 and a trough in 1956-57. The third 
cycle will be discussed in more detail below. Its upper and lower 
turning points were September, 1960, and August, 1961. Toward 
the end of each period of expansion, the federal authorities found 
it necessary to introduce a variety of restrictive monetary and 
fiscal measures. With the benefit of hindsight we can see that 
treasures acted too slowly and timidly in preventing the develop- 
ment of excess demand. 

While there has been no opposition in the postwar period to 
the use of budget deficits to stimulate economic activity, influen- 
tial business organizations have strongly opposed tax increases 
and budget surpluses as a means of siphoning off excess de- 
mand.“ This was especially true during the boom of the late 
fifties and the first part of 1960. After an expansionary federal 
budget in August, 1958, the tempo of economic activity quick- 
ened. Both motorcar sales and construction work—two crucial 
sectors of the economy—improved considerably during 1958-59; 
however, by the standards of the postwar decade, unemployment 
remained relatively high. During 1959-60 a substantial boom 
developed; wage rates, earnings, and prices started to rise more 
rapidly. Unemployment declined, though by earlier standards it 
remained some 20,000 above the irreducible minimum. 

In an attempt to stem the inflationary pressures, the federal 
government, in February, 1960, announced the virtual abolition 
of import restrictions.” While the liberalization of trade inherent 
in this action was regarded as desirable in itself, the primary aim 
of lifting the restrictions was to dampen down inflationary pres- 
sures. 


E.g. “No Time to Increase Taxes,” I.P.A. Review, Vol. XIV, No. 2 
eerie: 1960). 
15. After February, 1960, the licensing system had an insignificant effect on the 
total volume of imports; however, restrictions on some items remained until 
October, 1962. 
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The 1961 Recession 


Whatever the long-term effects, the lifting of import restric- 
tions was not immediately effective in reducing the tempo of 
price increases—either in labor markets, for retail goods, or on 
Australian stock exchanges. Thus, between June, 1959, and Sep- 
tember, 1960, share prices rose by 35 per cent. Other federal 
government initiatives to curb the boom were equally unsuccess- 
ful—until the November, 1960, measures. These provided for a 
sharp rise in sales tax on motorcars, an increase in interest rates on 
bank deposits, further tightening of bank credit (attempts had 
been made earlier in the year), and other financial measures 
designed to switch the flow of investment funds from the private 
to the public sector. 

The immediate effect of these measures was a sharp contrac- 
tion of motorcar sales and new building construction; even retail 
sales dropped by 5 per cent in real terms. Although many of the 
November, 1960, measures were reversed within a few months, 
unemployment rose to the unprecedented postwar level of 
130,000 in 1961 (more than 3 per cent of the work force). It 
remained at high levels during the financial year 1961-62. At the 
December, 1961, federal election, the Liberal-Country party gov- 
ernment sustained a loss of fifteen seats and remained in office 
with a very precarious majority of two. While the November, 
1960, measures were appropriate policies to dampen the boom, 
they were applied about six or eight months too late, and policies 
were not reversed quickly enough when sizable pools of unem- 
ployment began to appear. 


1962 to Date 
Since then the economy has been managed with greater suc- 


cess. Unemployment has declined. While internal retail prices 
have continued their long-term upward movement of around 2.5 
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per cent per annum, the level of Australian external reserves has 
been adequate to permit this gradual upward drift without any 
noticeably adverse effects on the level of overseas reserves. 

A number of factors have contributed to this happy state of 
affairs. Prices have been rising as fast in most of the overseas 
countries which are Australia’s trading partners. The volume of 
exports has increased rapidly as a result of high levels of farm 
investment and reasonably good seasons (until 1965-66). Exports 
of wheat and beef have grown particularly rapidly. In addition, 
there have been an astonishing number of mineral discoveries, 
which have had a comparatively minor effect on export earnings 
until 1966 but can be expected to have a major impact in the near 
future. (They are discussed in more detail below.) Lastly, an 
important factor contributing to the healthy level of overseas 
reserves has been the growth of foreign investment in Australia. 


Foreign Investment in Australia 


There has been a constant flow of capital into Australia since 
World War II, but it has greatly increased in recent years.** In the 
last five years apparent capital inflow has added about one-fifth as 
much to foreign exchange supplies as earnings from exports.” As 
a result a sizable share of company assets—estimated at more 
than a quarter—is now owned by overseas companies. In manu- 
facturing the proportion is higher—perhaps around two-fifths. 
The proportion of assets controlled from overseas would be 
higher still. In many important industries such as motor vehicle 
manufacture, oil refining, petrochemicals, and electrical engineer- 
ing, most, if not all, important units are overseas owned.* 


16. Between 1947 and 1966 the cumulative inflow of private overseas invest- 
ment in companies in Australia amounted to close on $5.2 billion (Commonwealth 
Treasury, The Australian Ses 1967 [Canberra, 19671, D. 33). Of this amount 
85 per cent has been invested in the nine pene 1958-59 to 1966-67, and 
almost 60 per cent during the five years eat eee in 19 66-67. While this overstates 
the growth of the inflow in real terms (because of price increases over the period) 
ne aera of overseas investment in recent years has been eubetentes. 

But this includes undistributed profits of foreign-owned companies in 
eae nin Actual inflow would be considerably lower. 

18. The most recent study on the subject is by E. L. Wheelwright and Judith 
Miskelly, Anatomy of Australian Mantufacturing Industry (Sydney, 1967). It 
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The actual quantitative contribution of foreign capital inflow to 
the total volume of capital investment has not been so significant. 
It has usually contributed about 10 per cent to the total funds 
available for capital investment in Australia. It is true that a 
comparatively minor reduction in Australian consumption could 
have supplied the same capital flow. On the other hand foreign 
risk-taking has often been crucial—for instance, for some of the 
new large-scale mining ventures undertaken in recent years. The 
discoverers of some major mineral deposits found it impossible to 
obtain local equity capital. Partly to overcome the inadequate 
size of the local capital market a new Australian Resources Devel- 
opment Bank is at present being set up with federal government 
sponsorship. 

The economic (and political) effects of foreign investment 
have been the subject of considerable argument in Australia. 
Official government policy has been to allow almost unrestricted 
entry to overseas capital; indeed, considerable inducements are 
given to overseas investors, especially by state governments. In 
spite of this there are many who have advocated that some curb 
be placed on overseas investment. These range from the members 
of the Vernon Committee, who proposed curbs primarily on bal- 
ance of payments grounds, to nationalists who feel that Australia 
is selling its heritage and many Labor party supporters who 
object on general political grounds to tying Australia so closely to 
other powerful capitalist countries.” The objection in recent years 
has been mainly to United States investment, partly because it is 
the most powerful country and partly because United States 
investment has usually excluded Australian equity participation. 
The main grounds for advocating restrictions on foreign invest- 
ment have been: (1) that the subsequent outflow of profit remit- 
tances may produce balance of payments problems and (2) that 
stresses the extent of overseas ownership and control of Australian manufacturing 
industry. D. T. Brash’s American Investment in Australian Industry (Canberra, 
1966) provides more economic information on United States (and Canadian) 
investment. It is much more favorably disposed to foreign investment. Some 
information on British investment is contained in W. P. Hogan, “British Invest- 
ment in Australian Manufacturing,” Manchester School, Vol. XXXV (May, 1967). 

19. For a summary of negative views on foreign investment by be leaders, 


newspaper commentators, and others, see Brian Fitzpatrick and E. L. Wheel- 
wright, The Highest Bidder (Melbourne, 1965), chap. i. 
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there are general political objections to the control of such large 
and important sectors of the economy by outsiders whose loyal- 
ties are primarily to their own countries. These criticisms will be 
discussed separately. 

The burden of profit remittances on the balance of payments 
was stressed in the Vernon Report and earlier by Australian 
economists.” With the current mineral boom the Australian econ- 
omists’ preoccupation with the balance of payments may, in a few 
years: time, appear very conservative and unimaginative. But 
foreign investment has many other effects on the Australian econ- 
omy which are probably of greater economic significance. Among 
these are the role of direct foreign investment as a “carrier” of 
new technology and as a vehicle for breaking down traditional 
and restrictive practices among local enterprises who are sup- 
pliers, competitors, or customers of foreign companies. These have 
been stressed in governmental discussions of this issue” and in the 
important book on American investment in Australia by Brash.” 
On balance direct foreign investment appears to the writer to 
have had a very beneficial effect on the productivity of the Aus- 
tralian economy. 

The political objections are of a type familiar in many coun- 
tries. In what way can foreign owners of Australian enterprises be 
expected to act differently from Australian owners? The long- 
term economic behavior of foreign owners should not differ 
greatly from that of local owners in such matters as what to 
produce, where to sell it, and where to buy raw materials. For 
instance, a foreign-owned enterprise has no long-term economic 
incentive to export less or import more than an Australian-owned 
enterprise. If both types of companies are motivated by the desire 
to maximize their incomes, any divergencies in economic behay- 
ior would be the result of the differing incidence of taxation on 


20. Vernon Report, Vol. I, chap. xi. But the Vernon Committee overestimated 
the likely burden. See G. C. Moffatt, “Foreign Investment and the Balance of 
Payments,” in Eleventh Summer School of Business Administration, 1966, The 
Vernon Report, Department of Adult Education, University of Adelaide, 1967 
(Adelaide University, Department of Adult Education Publication No. 8). 

a) Commonwealth Treasury, The Australian Economy, 1965 (Canberra, 
1965). 

22. American Investment in Australian Industry, pp. 178-187. Brash’s discus- 
sion of the effect on competitors, etc., includes detailed examples. 
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foreign as opposed to local companies. In other words, before 
making their economic decisions, foreign companies would con- 
sider the relative levels of taxation in the countries of their opera- 
tion, while the local companies are not confronted with the same 
alternatives. Whether this difference is likely to lead to any major 
change in economic behavior is doubtful; in any case it is subject 
to some Australian control by altering Australian tax systems. 

On the other hand it may be argued that businessmen do not 
act as purely economic beings, that their emotions and prejudices 
are likely to affect even their economic behavior. From the point 
of view of the foreign corporation, there may also be some ( prob- 
ably minor) differences between operations in Australia and in 
the home country. Thus operations in Australia may be regarded 
as subject to some more risks and hence might only be under- 
taken when a somewhat higher rate of return is expected than on 
similar investment at home. More importantly, there is some 
resentment that the top management of many major United 
States companies in Australia (e.g., General Motors) is generally 
imported. Lastly, some economists feel that fluctuations in the 
rate of capital inflow could add to the short-term difficulties of 
those whose task it is to manage the economy. Such fluctuations 
have not been very marked in recent years, though they were of 
major importance in the 1930 era. 


The Mineral Boom 


Australia has been a major producer of some minerals and 
metals for many years. Gold has been an important source of the 
nation’s wealth for more than a century. Australia has also been a 
leading producer of lead, zinc, and copper for many years and 
recently has become an important supplier of mineral sands (ru- 
tile, zircon, and ilmenite ). 

While production of these metals and minerals is increasing 
(with the exception of gold), other minerals and metals have 
recently overshadowed them. In the last two or three years there 
has been a mineral boom of vast dimensions in Australia. Mineral 
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exploration has been encouraged by governments in a variety of 
ways, but accidents will always remain an important factor in the 
discovery of minerals. In order to avoid a storm, a prominent 
West Australian pastoralist and prospector, Lang Hancock, took 
his light aircraft on a detour through a gorge in a wild, uninhab- 
ited part of Australia. His magnetic instruments told him that he 
was flying through a vast iron ore field, the Hamersley ranges, 
which turned out to be one of the richest iron ore deposits in the 
world. This started a systematic search for iron ore in many parts 
of the continent. By 1965 it became obvious that the Australian 
reserves of high-grade iron ore were among the world’s largest. As 
recently as 1959 Australia’s reserves of high-grade iron ore were 
estimated at 368 million tons—sufficient for her requirements in 
the foreseeable future, but barely more than that. The present 
estimate of comparable high-grade reserves is 16 to 18 billion 
tons. 

One obvious market for Australian iron ore exports—as indeed 
for exports of many other minerals—is the fast-growing economy 
of Japan, which has relatively few mineral resources. Since 1960 
long-term contracts have been signed with Japan for the export of 
about 350 million tons of ore over the next fifteen to twenty years. 
The export value of these firm commitments is about $3,500 
million. By the early seventies iron ore exports to honor these 
contracts will reach an annual rate of more than $200 million. 
There will probably be substantial additional sales from these 
areas and from other promising iron ore fields which have already 
been established but not yet developed. 

Iron ore developments have only been the most spectacular of 
a long list of mineral discoveries. Very large high-grade deposits 
of bauxite have been found, and by the early seventies bauxite- 
alumina-aluminum exports of $130 to $180 million are likely. Very 
high-grade nickel deposits have been found recently in Western 
Australia, and one long-term contract for sales to Japan has been 
signed. Reports of other strikes in the same general area suggest 
that nickel may soon be added to the list of sizable export-earn- 
ers. Among the more traditional mining and quarrying products, 
exports of coal, copper, lead, and mineral sands are expected to 
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increase markedly, as is the export of manganese, a recent addi- 
tion to the list. 

After very substantial government assistance in drilling subsi- 
dies, taxation concessions, and the setting of an “incentive price” 
for crude oil produced in Australia, two small oil-producing fields 
are currently in operation. So far they account for less than 5 per 
cent of Australia’s consumption. Several more promising fields on 
the continental shelf off the coast of Victoria are at present being 
evaluated, and commercial production from all fields is expected 
to supply over 4o per cent of Australian requirements by 1970. 

What all this adds up to in terms of an improvement of the 
Australian balance of payments is difficult to say. One commercial 
source expects an overall increase in Australian earnings of for- 
eign exchange of no less than $g00 million by 1970.* (Total 
Australian exports have been running around $2,500 to $3,000 
million in the last three years—a substantial lift from the $1,600 
to $2,100 million levels which prevailed during the seven years 
before that.) Government estimates have been more conserva- 
tive. A recent estimate by the minister of national development is 
of an increase in mineral exports of $550 to $600 million within 
five years. This is probably overcautious; it seems to make no 
explicit allowance for increased nickel exports. Nor does it in- 
clude foreign exchange savings from import replacements (oil 
and, possibly, phosphate production). An improvement within 
five years of $800 to $go0 million is perhaps more realistic. 

These developments will further reduce the vulnerability of 
the Australian economy to seasonal fluctuations emanating from 
the farm sector, especially the occasional droughts which can 
sharply reduce farm output and thus the volume of exports of 
farm products. They will also further reduce the export domi- 
nance of wool. Within five years wool is likely to account for less 
than a fifth of gross export proceeds—compared with almost half 
in the early and mid-fifties. 

More significantly, the growth of mineral exports will, for the 
time being, greatly lessen the importance of the balance of pay- 


23. Quoted in the London Financial Times, March 1, 1967. This figure includes 
mineral and fuel exports plus import replacement from oil and other mineral 
production. However, it does not allow for the increased outflow of profits from 
the foreign-owned mining operations. 
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ments as a constraint on national policy. It will lead to greater 
freedom of action in balancing the competing demands of the 
various sectors and groups of the economy. It will also provide a 
chance to continue the process of trade liberalization begun with 
the lifting of import restrictions—without, at the same time, en- 
dangering the level of international reserves. In a long-term 
sense, as mineral discoveries increase the proportion of the na- 
tional product which is exported, changes in economic conditions 
overseas can be expected to have a greater influence on the 
domestic economic scene. 


Reduced Dependence on Britain 


The postwar period has seen a progressive loosening of Austra- 
lia’s political and economic ties with Britain. British capital in- 
vestment has become relatively less important, British goods have 
been progressively replaced. While this movement has taken 
place gradually during the whole postwar period, it has become 
particularly marked in the sixties and reached the level of public 
recognition in Australia’s decision not to follow the devaluation of 
sterling in November, 1967. 

Before World War II and in the immediate postwar years, 
Britain was Australia’s largest trading partner—by a very large 
margin. For instance, both in 1938-39 and 1948-49 about 40-50 
per cent of both Australia’s exports and imports went to or came 
from Britain. Since the mid-fifties there has been a steady decline 
in the proportion of Australia’s imports from Britain; in 1966-67 
the United States became, for the first time, Australia’s largest 
supplier of imports (26 per cent versus 23.5 per cent from the 
United Kingdom). 

There has also been a steady decline in the proportion of 
Australia’s exports going to Britain. In 1966-67 Japan became, for 
the first time, Australia’s largest market (taking almost a fifth of 
Australia’s exports, while the British share had fallen to 13 per 
cent). This trend is only partly the result of the changing com- 
modity pattern of Australia’s exports. The fastest growing part of 
Australia’s export trade—minerals—is largely geared to Japan; 
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but the share of the more traditional exports going to Britain has 
also declined markedly. Thus, in the last fifteen years the propor- 
tion of wool, wheat, sugar, beef, and mutton exports to Britain has 
declined by half or more. Japan has emerged as the best customer 
for Australia’s wool clip and as an important market for sugar and 
for some types of meat. Since the late fifties the United States has 
displaced Britain as the major outlet for beef, and since the rise of 
Castro, a sizable proportion of sugar exports have also gone to the 
United States. Mainland China has emerged as the largest single 
market for Australian wheat in recent years, with occasional large 
sales also being made to the Soviet Union. 

A difficulty to be faced in the future is that many of these 
markets are likely to prove considerably more uncertain than the 
British market has been over the years. Imports often constitute a 
marginal addition to total supplies (for example, beef sales to the 
United States, grain sales to China). Hence the demand for them 
might be expected to fluctuate more violently than has British 
demand in the past. 

For some products—in particular butter and various types of 
fruit exports—Australia remains very dependent on the United 
Kingdom market and few alternatives appear in sight. 

The decline of Britain as a market has been brought about in 
large part by the slow growth of the British economy in the 
postwar years, the slow rate of population growth in Britain, and 
the growth of British farm production. Mostly, the reduced de- 
pendence on Britain is not the result of a conscious policy by 
Australian governments. Sir Robert Menzies, the Australian 
prime minister for a record sixteen years was not the man to 
weaken the British connection. However, Britain’s successive at- 
tempts to enter the European Common Market have led to Aus- 
tralia’s conscious search for alternative markets in recent years. 


The Growth of War Expenditure 


After the Korean War, Australian defense expenditure re- 
mained relatively constant for about ten years at around $350 to 
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$400 million. Since 1961-62 expenditure under the broad heading 
of “defense” has doubled and is scheduled to increase by another 
20 per cent in 1967-68. In terms of the proportion of total re- 
sources devoted to war and defense expenditure, this is still not 
very large. In 1966-67 it was about 4 per cent of GNP compared 
to 5-6 per cent in many European countries and even higher 
levels in the United States. It is not suggested that the “right” 
amount of expenditure on defense and armaments can be as- 
sessed by making international comparisons; but these give us 
some idea of the proportionate burden of such expenditure on the 
economy. For the diversion of resources to defense will lead to 
lower levels of consumption and/or investment than would other- 
wise have been possible. While the diversion from other civilian 
demands is not large by international standards, Australian war 
and defense expenditure does have a high overseas exchange 
component. In the current year (1967-68) one-third of total de- 
fense expenditure will be incurred in foreign currency—a reflec- 
tion partly of the war expenditure in Vietnam and partly of the 
purchase of armaments and equipment overseas. This year war 
and armaments expenditure Overseas may amount to as much as 
10 per cent of export receipts. 


Some Unsolved Issues 


The remainder of this chapter considers certain particular fea- 
tures of the Australian economy which have been ignored earlier, 
such as the institutional machinery for the fixation of minimum 
wages, for the protection of individual industries, and the general 
economic relationships between federal and state governments. 


Wage Determination 
State-assisted compulsory arbitration is the predominant 


method of settling labor disputes, including arguments about 
wage levels. Each of the six states and the federal government has 
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its own tribunal; in addition there are special tribunals covering 
particular industries. The federal tribunal, the Commonwealth 
Arbitration Commission, is the most important. The awards made 
by the various institutions determine only minimum wages and 
conditions. Thus there is scope for direct bargaining between 
employers and unions, though the existence of penalty provisions 
in the arbitration code limits this to some extent. 

No detailed exposition of the various systems and of the prac- 
tices of the different tribunals is possible here—if only because 
this would represent a duplication of material to be found else- 
where in the book. However, some broad comments about the 
working of the arbitration system are inevitable in any overall 
examination of the Australian economy. 

The Commonwealth Arbitration Commission has not been able 
to lay down any clear principles of minimum wage determination 
—that is, principles it has been prepared to adhere to. On some 
occasions the commission has argued that its true function is to 
settle industrial disputes and that it will not use its powers for the 
purpose of assisting other economic objectives such as price sta- 
bility. On other occasions it has refused wage increases on the 
express grounds that they might increase inflation. It has often 
reiterated what Russell has called “the principle-without-con- 
tent,” namely that the minimum wage should be the highest that 
the economy has the capacity to pay. 

Coupled with this confusion about objectives there has been an 
equal amount of confusion about the effect of changes in mini- 
mum wage awards. Not enough is known about the quantitative 
effects of changes in awards on the actual payments of wages and 
on the prices charged by producers in the local market. Insofar as 
increases in award rates are passed on, the burden falls on the 
export sector of the economy, those on fixed incomes, and those 
other, probably rather rare, producers who are unable to raise 
their prices because of competition from imports. It seems likely 
that “a substantial proportion” of increases in awards have in fact 
been passed on. But this is obviously a pretty unsatisfactory 


24. E. A. Russell, “Wages Policy in Australia,” Australian Economic Papers, IV 
(June—December, 1965), 2. 
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qualitative statement. What one would like to know is what 
proportion has been passed on, whether this proportion changes 
according to the level of economic activity in the economy, and 
how quickly it is passed on. So far, no answers to these questions 
are available, probably partly because of the lack of adequate 
statistics. 

The discretionary power of wage tribunals is limited by the 
fact that there are a number of them, and to a limited extent 
interested parties could “shop around” as to which tribunal to 
favor with their custom. A more important limitation is the 
growth of overaward payments during periods when wage tri- 
bunals provide relatively small increases in awards. 

In spite of this confusion about objectives and effects, it is 
possible to provide a rough rationale for the Commonwealth 
Arbitration Commission’s practice in the last ten to fifteen years. 
As a rule of thumb approximation to equity the commission has 
been prepared to increase minimum money wages enough to 
allow real wages to rise at about the same rate as total output per 
man-hour. In periods of severe inflation or balance of payment 
crises, the commission is prepared to compromise and slow down 
the rate of increase in minimum award wages. Since real wages 
depend not only on minimum awards but also on overaward 
payments and the level of prices, the commission has no very 
precise ways of reaching its objective. Furthermore, it is probably 
not prepared to label such a vague rule of thumb as an “objec- 
tive.” 

What else can be said about this system of wage determina- 
tion? There is little evidence that it has been either particularly 
successful or particularly unsuccessful in reducing labor disputes. 
It has provided some of the machinery for an incomes policy if 
any government should want to institute one. It has probably 
helped the weaker unions to secure relatively better wages and 
working conditions than they would have obtained otherwise; it 
has also probably lessened geographic wage differentials. It has 
been suggested recently that the arbitration system has reduced 
the differential movement of wages, for instance, between differ- 
ent industries and between different occupations. This so-called 
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ossification of the wage structure may discourage some desirable 
shifts in the demand for and supply of particular types of skills, 
shifts which one would expect to occur over the years in a chang- 
ing economy. It would be important to know whether, compared 
to a system of collective bargaining, the compulsory arbitration 
machinery has speeded up or retarded the rate of increase of the 
general level of wages. However, we have little evidence bearing 
on the question, nor is it easy to see how it could be answered 
with any degree of certainty. Since the abolition of quarterly 
adjustments in minimum wages in 1953, wage rates in Australia 
have generally risen less rapidly than in overseas countries with 
roughly comparable economies.” 


Protection and the Industrial Structure 


Protection of Australian industries has been a widely ac- 
cepted policy for many decades.” The setting up in 1921 of the 
Tariff Board—a semi-independent body recommending detailed 
changes in tariff rates—provided only a regular institutional 
framework for a broad policy adopted in the early years of feder- 
ation. 

The Australian literature on protection is extensive, and is dis- 
cussed in more detail in another chapter.” Here we give only a 
brief outline of the arguments originally used to justify protection 
—as an introduction to the important controversy at present 
taking place over what role protection should play in the eco- 
nomic development of Australia. 

Four major arguments have been used to justify protection of 
Australian industry—and in particular of manufacturing indus- 
try. The first is that it is desirable to diversify and not to put all 
one’s eggs into the wool and pastoral industry basket. Whatever 
justification this argument had in the past, it has none today. 


25. Vernon Report, Vol. II, Table = 

26. For a historical discussion of the development of protection in Australia, see 
A. J. Reitsma, Trade Protection in Australia (Brisbane, 1960), chaps. i-iv. 

27. See Gregory McColl, “The Tariff: A Century of Debate,” chap. iv below. 
See also W. M. Corden, “Australian Economic Policy Discussion in the Post War 
Period: A Survey,” American Economic Review (forthcoming). 
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Second, protection of manufacturing industries redistributes in- 
comes—away from rural rents and toward urban wages and prof- 
its. Insofar as it raises wages, it was argued, it becomes easier to 
employ a growing population and to attract immigrants. The 
practical relevance of this argument in today’s full employment 
world is doubtful.” Third, by raising costs to export industries 
and thus reducing wool exports, protection may improve Austra- 
lia’s terms of trade. But this argument is weakened by the growth 
of synthetic substitutes for wool, which makes the world price of 
wool less dependent on the supplies Australia puts on the market. 

Finally, there is the “infant economy” argument, which asserts 
that there are generalized external economies associated with the 
growth of the manufacturing sector. This is perhaps the most 
impressive argument. It has rarely been put more forcefully than 
in a recent speech by Dr. H. C. Coombs, the governor of the 
Reserve Bank. Protection, he argued, “has enabled us to build up 
a skilled labour force, in supervisory and managerial capacity in a 
wide range of financial, industrial and technical services available 
to industry, in a growing cadre of skilled and experienced entre- 
preneurs, an industrial environment which did not exist before, in 
which the real productive capacity of this country can be devel- 
oped on a competitive basis.” (Even in this case, economic theory 
would suggest that production subsidies would be a preferable 
technique of protection. ) 

All these arguments are, to a large extent, rationalizations after 
the event. Protection to specific firms or industries has been 
awarded on an ad hoc basis with little regard to these general 
issues. Again, major changes in the average level of protection 
have been made primarily to cope with short-term emergencies, 
without any well-thought-out long-term philosophy.” In general, 

28. Even if this argument is granted, its aim would be accomplished more 
efficiently by production subsidies than by tariffs. On this point see Harry G. 
Johnson, “Tariffs and Economic Development,” Journal of Development Studies, 
Vol. I, No. 1 (October, 1964), though there are practical difficulties associated 
with production subsidies which should be referred to—especially the need to 
raise tax revenues in some way. 

29. Thus the two major increases in the average level of tariffs in the interwar 
period—in 1920-21 and 1930—31—-were made to (1) protect industries which had 


developed during World War I and which, in the postwar period were considered 
dangerously “exposed” to import competition, or (2) as part of the emergency 
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protection is not provided before an industry is established; the 
only general rule laid down by governments to guide those 
charged with making detailed tariff policy has been another 
“principle-without-content,” namely that protection should be 
given to “efficient and economic” industries. “Efficient” in this 
parlance means those industries which appear technically up-to- 
date—either on inspection by Tariff Board members and/or by 
comparison of various financial and input-output ratios with over- 
seas firms. “Economic” has an even more elusive meaning. Corden 
has suggested that two of the considerations used are: (1) how 
high the level of protection would need to be and (2) the place of 
the industry in the industrial structure.” There is some reluctance 
—so we are told—to grant protection where a very high level of 
tariffs would be necessary for the survival of the firm or industry. 
There is more obvious reluctance to raise costs to other industries, 
that is, to protect intermediate and producer goods industries. In 
practice, as pointed out in a minority statement in the 1955-66 
annual report of the Tariff Board, “protection has been afforded 
to virtually all applicants whose production has been of signifi- 
cance in terms of employment or investment. This protection has 
been awarded primarily on the basis of need.” 

The result is a tariff schedule of enormous complexity and 
variability. Until recently, most Australian tariffs were “tailor- 
made” to “fit” individual firms or groups of firms. Rates were 
specially designed to protect these firms and were often very 
finely subdivided. Furthermore, the level of protection granted 
has been extremely variable. According to estimates one can ex- 
tract from the Vernon Report, effective tariff rates in 1961-62 
ranged from 2.8 per cent for some construction materials to at 
least 151 per cent for some cotton textiles.® 

It is not surprising that in recent years there has been a grow- 


measures of the Depression. The situation after World War II was similar. The 
imposition of quantitative restrictions in 1952 was undertaken for tempora 
balance-of-payments reasons, and the general increase in tariffs after 1960 too 
place to compensate for the abolition of quantitative restrictions. 

30. W. M. Corden, “The Tariff,” in Alex Hunter (ed.), The Economics of 
Australian Industry (Parkville, Vict., 1963), pp. 202-203. 

31. Tariff Board, Annual Report, 1965-66 (Canberra, 1966), para. 81. 

32. Vernon Report, II, 1076-1078. 
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ing amount of dissatisfaction with this profusion of rates, with the 
arbitrary level of protection in individual cases, and especially 
with the confused general “principles” which purport to consti- 
tute government policy. In September, 1962, Sir Leslie Melville, 
then chairman of the Tariff Board, resigned in protest against the 
government's policy on protection. Some time later the Vernon 
Committee made a large number of suggestions for changes. In 
the last two annual reports, those for 1965-66 and 1966-67, the 
Tariff Board has shown considerable evidence of dissatisfaction 
with the current state of affairs. 

The major issues at stake in the recent discussions are: (1) how 
independent the Tariff Board should be, (2) whether tariffs 
should vary as much between industries as in the past, and (3) 
whether the average height of the tariff is too high. 

The independence of the board. The government has by- 
passed the Tariff Board in a variety of ways. In 1962 a Special 
Advisory Authority was set up to hear claims for temporary pro- 
tection, that is, until the Tariff Board could deal more thoroughly 
with an application. The government has also undertaken to an 
increasing extent to “write into the reference” what action the 
Tariff Board should take. Tariff references used to be sent by the 
government to the board with a formal statement asking it to 
recommend whether “assistance should be granted to the produc- 
tion of .. . ,” but more recently the government has often first 
indicated its desire to protect. Thus the government announced 
that it wants to maintain an Australian shipping industry, or a 
low-grade copper mine in an area with no alternative employ- 
ment opportunities, or again, that it wishes to have a locally 
produced supply of penicillin. It has then asked the board how 
best to protect. Lastly, an increasing number of Tariff Board 
recommendations have been disregarded, and in such cases 
higher levels of protection have generally been granted. 

The variability of tariffs. The Vernon Committee recom- 
mended that the Tariff Board develop the concept of a standard 
rate of protection or a “bench mark” and that protection at rates 
significantly higher than this bench mark be granted only in 
special or exceptional cases. In its annual report for 1966-67, the 
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Tariff Board proposed “a progressive and systematic review of the 
tariff’ coupled with “an initial classification of industries” into 
those with high, medium, and low levels of protection. Further 
recommendations in the “high” category would be made only in 
special cases. In addition, the protection of industries in this 
group would be reviewed regularly. The intent of these proposals 
is to move toward a more uniform tariff and, in particular, to 
reduce the “peaks” of protection granted in the past. While there 
is a case for some variation in the rate of protection, the present 
extreme variation is the result of “need” rather than of any con- 
scious policy. Certain industries may be particularly worthy of 
stimulation, for instance, because of the external economies 
which are associated with their development. 

The average height of the tariff. This is, of course, at the heart 
of the present discussion. But the average level of protection is 
the result of many individual tariff decisions. There has been no 
general plan to raise the average level of protection in recent 
years, though, as an aftermath of the lifting of import restrictions, 
tariff protection has been sought more frequently and some of the 
protection previously obtained through import restrictions is now 
given through tariffs. In spite of this, Australian industry is proba- 
bly more exposed to import competition now than it has been at 
any time since 1939. 

There is, nevertheless, a growing feeling that too many indus- 
tries have been protected and have been protected too highly and 
that this has reacted not only against the interests of consumers 
and traditional exporting groups such as wool-growers but also 
against an increasing number of secondary industries which 
might otherwise have become viable by international standards. 
Also, protection has encouraged industries to look toward the 
Australian market rather than to developing exports. The attempt 
to cover the whole Australian market has led to small-scale 
production, to the manufacture of a wide variety of high-cost 
products rather than the exploitation of natural and technical 
advantages and the growth of export-based manufacturing in- 
dustries. 
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So far there is no evidence that the increasing criticism of 
existing protective policies has had any effect on government 
policy. But the debate is continuing. 

With the growth of the Australian market, internal competition 
is providing some of the restraints which one would otherwise 
expect to obtain from imports. Too much should not be made of 
this point though, partly because in many industries the Austra- 
lian market will remain too small to provide room for a sufficient 
number of efficient firms and partly because of the high incidence 
of concentration and the relatively tolerant climate for restrictive 
practices. 


Concentration and Restrictive Practices 


The Australian economy is characterized by an unusually high 
incidence of market concentration. “What is unusual in Australian 
market concentration,” according to Maureen Brunt, “is not the 
prevalence of oligopolistic markets (for this is true also of the 
United States, Canada and Great Britain) but the frequency of 
monopolistic and tightly oligopolistic markets.”* Thus one can 
cite a large number of important industries where one, two, or 
three producers account for 100 per cent of the sales (steel, sugar, 
newsprint, pig iron, tinplate, wire, glass, industrial gases, 
matches, to name but a few). According to Hunter’s criteria, 
“concentration in Australia is about twice as great as in Britain 
and three times as great as in the United States.” 

In addition, restrictive trade practices are widespread and re- 
garded by many Australian business leaders as normal and per- 


33. Maureen Brunt, “The Trade Practices Bill, Legislation in Search of an 
Objective,” Economic Record, XLI (September, 1965), 375. See also P. H. Karmel 
and Maureen Brunt, “The Australian Economy,” in Calvin B. Hoover (ed.), 
Economic Systems of the Commonwealth (Durham, N. C., 1962), pp. 55-106. 

34. The Economics of Australian Industry, p. 7. For obvious reasons 
Australian economists have usually compared the level of industrial concentration 
in Australia with that in other English-speaking countries, especially the United 
States, Britain, and occasionally Canada. But these are all substantially larger 
economies than Australia’s; it would be interesting—and perhaps more relevant— 
to include other small economies with high per capita incomes, such as Sweden, 
the Benelux countries, etc., in such examinations. 
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haps even “essential” for the operation of their businesses.” Nor is 
this attitude restricted to business; on the whole, most govern- 
mental organizations bend over backward to protect the eco- 
nomic interests of existing producers—not only from foreign sup- 
pliers, but also against new processes and new entrants. For 
instance, joint action by all Australian state governments limits 
the quantity of table margarine which can be produced. This 
protection of the dairying industry limits the quantity of table 
margarine to about 15 per cent of the quantity of butter con- 
sumed in Australia. Again, the number of taxicabs in the major 
capital cities is limited by license, restrictions on the number of 
licenses being designed primarily to safeguard existing holders of 
taxi-license plates from the competition of newcomers. 

After very considerable delays the federal government has re- 
cently put a Trade Practices Act on the statute books. A commis- 
sioner of trade practices has been appointed with whom trade 
agreements and practices of various specified kinds have to be 
registered. But, rather strangely, the public will have no access to 
this register of the restrictive practices in operation in Australia. 
The commissioner’s task is to examine the practices. If he deems 
any of them “contrary to the public interest” he will consult with 
the parties to the agreement, perhaps persuade them to change it 
in ways more attuned to the public interest. After this consulta- 
tion he may institute proceedings against the “restrictive trade 
practitioners” in a specially set up Trade Practices Tribunal. This 
tribunal also has the task of directly examining certain other 
types of restrictive practices. 

No one knows as yet how the act will work out in practice. The 
registration procedure has only just been completed and no pro- 
ceedings have yet been instituted. But the secrecy and the vague- 
ness of the legislation are perhaps a bad omen. The government 
has instructed the tribunal that “the preservation and encourage- 
ment of competition are desirable in the public interest.” But the 


35. In recent years inquiries into restrictive trade practices have been conducted 
in Western Australia and Tasmania (Report of the Honorary Royal Commission on 
Restrictive Trade Practices and Legislation [Perth, 1958] and Report of the Royal 
eal ea on Prices and Restrictive Trade Practices in Tasmania [Hobart, 
1965]). 
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tribunal can allow any restrictive practice to continue if it has 
other desirable effects. Thus the detriment to competition may be 
outweighed by a large number of other considerations, including 
“the needs and interests of consumers, employees, producers, 
distributors, importers, exporters, proprietors and investors.” 
Since a trade agreement must be in somebody’s interest—other- 
wise it would not have been made—this really tells us very little 
of government policy on trade practices. We have thus another 
“principle-without-content”: that restrictive trade practices 
which are “against the public interest” are to be proscribed. It is 
not surprising that one economist has described the act as “legis- 
lation in search of an objective.” 

It would be wrong to convey the impression that the processes 
of competition are completely suppressed in Australian industry. 
As Hunter has pointed out, “the intensity of competition in any 
economy is difficult to assess... . . However, the case studies [in 
The Economics of Australian Industry] do point to considerable 
vitality of competition.”” Rivalry for shares in the market is often 
very keen (in the motor car industry for example), and there is 
sometimes considerable competition between products and be- 
tween different processes. The vitality of competition seems to 
have increased considerably in recent years—probably as a result 
of the lifting of import restrictions in 1960 and possibly because 
of the higher rate of growth in aggregate output. There are 
stronger incentives for new entrants to establish themselves in a 
rapidly growing market than in a fairly stagnant one. 


Federal-State Economic Relations 


Australia is a federation of six states, but the economic and 
financial position of the Commonwealth or federal government 
has become dominant over the years. Federal dominance is based 
on its power to tax, on the states’ reliance on federal support for 
the joint loan-raising activities, and on the federal power to make 
grants to the states. Grants to state governments may be specific 

36. The Economics of Australian Industry, p. 9. 
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(e.g., for universities ) or they may be general all-purpose grants 
to be used at each state government’s discretion. 

Federal governments have not used their dominating financial 
position as completely as they could have. Most of the federal 
grants to state governments are not tied to specific purposes and 
can be used at the state governments’ discretion. Federal govern- 
ments have not used their economic power to the full to secure 
state co-operation in legislative matters such as the passing of 
complementary Commonwealth-state restrictive trade practices 
legislation. Instead there has been an increasing amount of co-op- 
eration between the Commonwealth and the states in all legisla- 
tive spheres. There are regular meetings between federal and 
state ministers in many spheres of government—prime minister 
and state premiers, ministers of agriculture, transport, education, 
attorney generals, etc. But the dominant economic power of the 
Commonwealth exists nonetheless and could, one day, be exer- 
cised more ruthlessly than it has been so far. 

The major economic problem of federal-state relations in any 
modern nation is that two important criteria are very difficult to 
reconcile. The first is that overall economic policy aimed at main- 
taining full employment, external balance, and the other goals is a 
difficult enough task for one government. If six individual state 
governments also had to be persuaded or cajoled to follow a 
common tax and expenditure policy the task would become well 
nigh impossible. As a result federal economic domination is desir- 
able in the interest of an effective overall economic policy. 

The second criterion is that those governments which incur the 
opprobrium of raising money from taxpayers should be responsi- 
ble for spending it; otherwise those who spend will always ask for 
more while those who raise money will always be niggardly in 
granting it. The same conflict arises to some extent even in a 
unitary system of government, but there the prime minister or 
presidential head is ultimately available to resolve such conflicts. 
In a federal system of the Australian variety—where more than 
half the revenue of the state governments comes from federal 
sources—it is particularly difficult for voters to judge the effec- 
tiveness of the different governments. The annual premiers’ con- 
ferences, where allocations to the individual states are made 
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public, have become a regular forum for state premiers’ com- 
plaints. It is difficult for outsiders to judge how much justification 
there is for these annual denunciations of the federal govern- 
ment’s crippling attitude. Many of the services provided by state 
governments, such as education and health services, seem chroni- 
cally short of funds. Australian expenditure in these fields appears 
to lag seriously behind that of other nations with a comparable 
standard of living.” 

Over the years the states’ debt servicing commitments have 
risen rapidly, while those of the Commonwealth have fallen sub- 
stantially. (Between 1953-54 and 1965-66 interest payments by 
the states have risen from $145 to $502 million, while Common- 
wealth interest payments have fallen from $83 to $29 million.)* 
The problem of adjusting the tax base of the states to their 
expenditure has not been met so far. 

The Australian constitution limits the power of the federal 
government in a variety of ways. A detailed description of these 
limitations would take us too far afield. In addition, the limits of 
federal government power have changed substantially in the past 
and will probably continue to do so. As Karmel and Brunt have 
pointed out: “since Federation there has been a continuous his- 
tory of doubt and litigation on the economic powers of the 
Commonwealth.” While those who draft new legislation are, for 
obvious reasons, very much aware of constitutional limitations, it 
appears to an outsider that—at least during the last fifteen years 
—the federal government has usually found ways to sidestep 
constitutional limitations and to carry out the policies it desires. 


Conclusion 


The picture that emerges from this description is of an econ- 
omy which supplies most of its citizens with a high standard of 
consumption—a standard which had been rising relatively slowly 


37. See Mathews, Public Investment in Australia, pp. 370-400. For a more 
general discussion of the problem of balancing financial powers and responsibiities 
by the same writer, see pp. 431-433. 

38. Commonwealth Bureau of Census and Statistics, Australian National Ac- 
counts, 1965-66 (Canberra, 1966), Tables 57 and 58. 

39. Economic Systems of the Commonwealth, p. 21. 
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until 1960, but which is promising now to increase at a much 
faster rate. It is also a society with a growing inequality of in- 
comes, though it probably still has a more egalitarian income 
distribution than most Western countries. But there are pockets 
of poverty, and the generosity of existing social services leaves a 
good deal to be desired. 

In recent years a growing section of manufacturing and mining 
industry has come under the control of overseas corporations. In 
spite of the economic gains resulting from the consequent infu- 
sion of new technology and from more competitive practices, this 
feature of the current scene is deplored by many—almost irre- 
spective of their political persuasion. 

The Australian economy is one where many economic policies 
—for instance, those dealing with wages, protection, and restric- 
tive trade practices—are purposely left vague to avoid offending 
important interest groups. It is also an economy which ought—in 
terms of maximizing output—to concentrate more on the exploi- 
tation of its rich natural resources—its abundant pasture lands 
and other agricultural assets, its ample coal, iron, and mineral 
deposits. But its inhabitants have an ambivalent attitude toward 
these riches—on the one hand they want to develop them, on the 
other they reject the idea of channeling the resources of the 
economy more definitely toward these activities. There is a strong 
desire to develop the sophistication of secondary manufacturing 
industry and an unwillingness to become an offshore quarry and 
farm for the industrial economies of the Northern Hemisphere. 


PAs 


The Tariff: A Century of Debate 


Gregory D. McColl 


Historical Background 


Tariff history in Australia can be traced back to Governor 
Hunter's duties on rum, imposed in 1800 to augment the coffers of 
the struggling colony of New South Wales.’ Whatever their prime 
motive, the early tariffs incidentally afforded protection to the 
colony’s distillers, and while many might argue that even now 
Australian liquor is unable to stand on its own feet, the belief that 
tariff protection is a sine qua non for the maintenance of second- 
ary industry has never been far from the limelight in Australia. 
W. C. Wentworth was among those who urged more protection 
for the colonial infants in what we might now regard as their 
prenatal years,” but the mother colony resisted arguments for 
overt tariff protection until the power to regulate foreign trade 
was handed over to the new federation in 1901. Not so the other 
youthful outposts of empire. Victoria succumbed to protectionist 
pressures in 1867, and for the rest of the century the mud-slinging 
between the “free traders” and the “protectionists” was a domi- 
nant part of the bitter enmity between the two major colonies.’ 

1. J. A. La Nauze, “Australian Tariffs and Imperial Control,” Economic Record, 
XXIV (June, 1948), 1; quoted in A. J. Reitsma, Trade Protection in Australia 
(Brisbane, 1960), p. 1. Reitsma, who begins his story with Captain Cook, quotes 
also La Nauze’s observation that Governor Phillip first considered imposing such 
duties as early as 1791. 

2. See Craufurd D. W. Goodwin, Economic Enquiry in Australia (Durham, 
N. C., 1966), pp. 3-6. 

3. On prefederation tariff history and controversy, see ibid., chaps. i and ii; 
Reitsma, Trade Protection in Australia, chap. i; La Nauze, “Australian Tariffs and 
Imperial Control,” Economic Record, XXIV (June and December, 1948), and 


“Merchants in Action: The Australian Tariffs of 1852,” Economic Record, XXXI1 
(May, 1955). 
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Federation and growth have shifted the spotlight a little; while 
the protectionists are celebrating their centennial with new pres- 
sures for higher protection, the Tariff Board, created in 1921 as an 
“independent” body following an election promise to consumers 
by Billy Hughes* and struggling ever since to establish a firm 
basis on which to discriminate between the tariff-seekers, now 
finds itself internally divided and perhaps little more than a pawn 
in the struggle between the warring factions. 

On the surface, recent debate has frequently focused on in- 
roads which have been made into the independence of the Tariff 
Board. These are frequently attributed to dissatisfaction with 
some of its recommendations and are alleged to be supported by 
the federal Department of Trade and by the minister for trade 
and deputy prime minister, John McEwen. But there is more to it 
than this, as Maxwell Newton has recently pointed out: 


the central issue is not really the “independence” of the Tariff Board. 
The real issue is the policy of extravagantly high protection being 
espoused by the Department of Trade and Industry and by Mr. 
McEwen for his own political reasons. Those asking for more “inde- 
pendence” for the Tariff Board are really asking for more moderate 
tariffs. They don’t want a Tariff Board which is receiving its riding 
instructions from a Minister and a Department who are jointly en- 
gaged in making friends and influencing people for and on behalf of 
the Australian Country Party, a party which is seeking an eventual 
role as “The Australian Party,” befriending those who need handouts 
in city and country alike; the party of “all round protection,” of 
inefficiency, resistance to change, of kick-backs and subsidies; of high 
home prices and dumping for exports. . . .° 


It seems then that there is no hope of burying the tariff issue, 
despite its age. The controversy seems likely to rage for many 
years and may erupt in bitter strife within the uneasy alliance 
between the governing coalition parties in Canberra. It seems 
strange indeed that the leader of the Country party, which pre- 
sumably represents the main exporting areas, should be espousing 
strong protectionist causes. But the party’s adherence to “protec- 


4. See Reitsma, Trade Protection in Austrialia, P: 27. 
5. Maxwell Newton, “Some Scandalous Scribblings for Mr. McEwen,” Nation, 
March 25, 1967, pp. 9-10. 
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tion for everybody” dates back to its inception in the 1920’s.° A 
few Liberals have voiced open criticism of greater protection in 
recent years, but as a whole the majority party has made no 
significant stand against tariffs in general. Perhaps, in our kind of 
democracy, we must wait for Cabinet to give the orders or at least 
provide the lead in constructive ideas. One favorable omen for at 
least a more critical approach to the problem in Parliament is the 
recent indication that the Australian Labor party is beginning to 
question at least the imposition of very high tariff rates.’ This may 
be a significant change of heart, as the ALP has been less than 
critical on this subject since it was won over to the protectionist 
cause soon after federation by promises of legislative action to 
protect real wages as well as manufacturing interests.* 

It is this aspect, the debate about the effect of tariffs on living 
standards, which most interests economists and on which they 
ought to be able to give some guidance. The principles involved 
are set out more clearly in economic texts now than they were a 
century ago. Yet there was much basic truth in what the classical 
economists had to say on these matters, although the translation 
of these truths into practical policies was often difficult enough 
for those with some economic training. Doubtless there are many 
Australians of all political followings who would ask, as labor 
leader E. W. O'Sullivan asked seventy years ago: “What, then, is 
the value of the theories of philosophers and economists when 
compared with the successful practical achievements of the mas- 
ter minds of civilisation.”® O’Sullivan’s “master minds” were the 
great “practical statesmen” of the world. Even so, in a post- 
Keynesian world, there should be no need for economists to 
apologize for offering advice to those who have to deal with 
practical problems. If, in what follows, it appears that too much 
attention is given to economic theory and not enough to facts or 


6. See Reitsma, Trade Protection in Australia, p. 21. 

7. See Newton, “Some Scandalous Scribblings,” esp. p. 9. 

8. See Reitsma, Trade Protection in Australia, pp. 15-18, and Goodwin, Eco- 
nomic Enquiry in Australia, pp. 31-35. Even though the act to levy excise taxes on 
employers who did not pay “fair and reasonable” wages was thrown out on ultra 
vires grounds in 1907, Labor was apparently placated by the establishment of the 
federal arbitration system and the development of the “basic wage” concept. 

9. Quoted in Goodwin, Economic Enquiry in Australia, p. 28. 
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history or practical matters, it is done in the belief that, properly 
interpreted, economic theory does point the way to a better 
solution of the tariff controversy, in the sense that living stand- 
ards of Australians could be improved by using such theory to 
guide policies. 


The Brigden Report 


One of the principal motives in setting up the Tariff Board 
nearly a half-century ago was the desire to bring independent 
judgment to bear on requests for tariffs. Presumably it was in- 
tended to use some economic principles to resolve the apparent 
dilemma inherent in balancing the benefits derived by the pro- 
tected industry against the costs imposed on the rest of the 
economy. For most of its existence the board has been preoccu- 
pied with dealing with requests from particular industries, and it 
has been most reluctant, at least until very recently, to enter into 
any discussions about the general effects of its own recommenda- 
tions. It is reasonably clear, however, that although its guiding 
principles have not been readily identifiable with those suggested 
by economic theory, the board has used a commonsense approach 
and has been a moderating influence on the granting of tariffs.” 
For most of the time the board appears to have relied heavily on 
suggestions made in the Brigden Report” presented to federal 
Parliament in 1929 after an inquiry into the tariff by five Austra- 
lian economists, Messrs. Brigden, Copland, Dyason, Giblin, and 
Wickens. 

The inquiry itself was prompted by a continuance of the de- 
bate in the face of mounting pressures for tariffs in the twenties. 
Brigden, who was professor of economics in the University of 
Tasmania, had supported protection in the initial issue of the 

10. For the history of the Tariff Board see Reitsma, Trade Protection in 
Australia, chap. iii; he relies heavily on R. C. Mills, “The Tariff Board of 
Australia,” Economic Record, Vol. III (May, 1927). An analysis of the board’s 
procedures is included in W. M. Corden, “The Tariff,” in Alex Hunter (ed.), The 
Economics of Australian Industry (Parkville, Vict., 1963). 


11. J. B. Brigden et al., The Australian Tariff: An Economic Enquiry (Mel- 
bourne, 1929), fhareakeer referred to as the Brigden Report. 
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Economic Record, and subsequently he debated the matter in 
that journal with Frederick Benham, then a lecturer at the Uni- 
versity of Sydney.” The Brigden Report reflected the views the 
chairman had already expressed, giving qualified support to pro- 
tection on the grounds that the tariff had made it possible for 
Australia to provide employment for many more people than 
would otherwise have been the case, and that it had redistributed 
national income in such a way as to provide the workers with a 
higher standard of living. Briefly, the committee argued that the 
industries established behind the tariff had provided more jobs 
than would have been possible without protection. At first sight 
this argument appeared somewhat strange, especially as many 
economists subscribed to the view that unfettered trade alone 
would insure the highest living standard for all. To this the 
committee’s reply was that the protected industry was more la- 
bor-intensive than export industries (that is, for comparable val- 
ues of output, there was a higher wage content in protected 
manufacturing than in unprotected rural industries), and, as a 
consequence, the faster expansion of the protected industries had 
increased the share of wages in national income. The committee 
did not deny that the living standard of a smaller population 
would have been greater without the tariff but they considered 
that particular matter to be irrelevant to their task. The growth 
and future growth of population they took as a starting point, and 
their view was that if free trade had prevailed the wage rate 
would have been lower and this would have attracted a smaller 
population. 


Critics of the Brigden Report 


The Brigden Committee was unable to prove its thesis satisfac- 
torily to a number of economists at the time, principally because 


12. See J. B. Brigden, “The Australian Tariff and the Standard of Living,” 
Economic Record, I (November, 1925), 29-46; F. C. Benham, “The Australian 
Tariff and the Standard of Living. A Reply,” Economic Record, II (May, 1926), 
20-42; Brigden, “A Rejoinder,’ Economic Record, III (May, 1927), 102-116; 
Benham, “A Re-statement,” and Brigden, “Comment,” Economic Record, III (No- 
vember, 1927), 239-248. 
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it could not show rigorously that the expansion of labor-intensive 
manufacturing would raise the share of wages in national income, 
though there was agreement with its contention that rural rents 
had suffered from protection. This redistribution of national in- 
come the committee regarded as desirable, but in giving it its 
stamp of approval it left itself open to the charge that it had 
condoned an undesirable method of taxing exporters to improve 
the lot of the manufacturers, their employees, and urban dwellers 
generally. The basis for this criticism is that there are ways of 
redistributing national income so that the full benefits of interna- 
tional trade are realized. This might be done, for example, by 
levying taxes on landowners and using the revenue to pay those 
whose incomes need boosting, or, what was probably more prac- 
ticable, to use such taxes to provide the basic facilities necessary 
for the expansion of urban industry. Hence, when in 1941 two 
American economists, Paul Samuelson and Wolfgang Stolper, in 
the wake of much controversy over this aspect of the Brigden 
Report, proved that the level of real wages would be higher as a 
result of protection in circumstances which were probably not 
unlike those which existed in Australia in the interwar years in at 
least some important respects, they added, “we are anxious to 
point out that . . . our argument provides no political ammuni- 
tion for the protectionist [for] . . . the harm which free trade 
inflicts upon one factor of production is necessarily less than the 
gain to the other.”” In other words, the reduction in trade caused 
by the tariff resulted in a lower national income overall, even 
though the income of labor was higher. 

This seemed to dispose of Jacob Viner’s earlier criticism that it 
could not be shown that the Australian tariff had improved real 
wages and yet to confirm his belief that it would have been better 
for Australia to practice unrestricted trade and redistribute a 


13. Wolfgang F. Stolper and Paul A. Samuelson, “Protection and Real Wages,” 
Review of Economic Studies, IX (November, 1941); reprinted in Howard S. Ellis 
and Lloyd A. Metzler (eds.), Readings in the Theory of International Trade 
(Philadelphia, 1949), p. 357. The Stolper-Samuelson theorem is true in the sim- 
plified pa Nia C4 two-factor model in which it was originally stated, but an 
extension of the proof to a more realistic model in which there are many commodi- 
ties and many factors of production has not been possible. See John S. Chipman, 
“A Survey of the Theory of International Trade: Part 3, The Modern Theory,” 
Econometrica, Vol. XXXIV, No. 1 (January, 1966). 
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larger national income: “I cannot go very far in support of a 
policy of reducing Jones’ income by six shillings in order to in- 
crease Smith’s by five, even if Jones is a landlord or a capitalist, 
and Smith a worker. But if that is what Australians want, my 
doubts are irrelevant to the discussion of how they should go 
about satisfying these wants. However, this is not the end of 
the story, because the Brigden Committee left out some further 
considerations the implications of which may seem plain enough 
to those acquainted with more modern versions of economic the- 
ory. It is not that the theory of international trade has changed in 
essence since 1929, but it is true that it is now much easier to see 
what was missing in the Brigden model because of the post- 
Keynesian and especially the postwar attention to economic prob- 
lems associated with the maintenance of full employment.” 
Before the later thirties most economists thought in terms of 
full employment as a natural state of affairs, any substantial un- 
employment being attributed to the downward inflexibility of 
wages and prices. In the face of the failure of price and wages to 
fall, as in Britain in the late twenties, many blamed the trade 
unions for refusing to accept lower money wages, arguing that 
workers had little to lose since subsequently prices would fall and 
real wages be restored. It is easy to see now that this type of 
argument ignores the very real possibility that the total volume of 
spending will remain below that necessary to maintain full em- 
ployment and that the central government, far from needing to 
balance its budget, can readily create whatever new purchasing 
power is necessary. It is history that the “classic” remedy of 
reducing money wages was tried in Australia in the thirties and 
failed dismally, and that contemporary Australian economists 
knew no more about how to cure the depression than did most of 
those in the rest of the world, Keynes excepted. Hence we might 
excuse the Brigden Committee for not knowing how to construct 
a model in which full employment was maintained. In fact it 


14. Jacob Viner, “The Australian Tariff,’ Economic Record, V (November, 
1929), 306—315; reprinted in his International Economics (Glencoe, Ill., 1951). 

15. A complete restatement of the Brigden “model,” including an analysis of 
the committee’s attempt to measure statistically the costs of the tariff, will be 
found in W. M. Corden, “The Calculation of the Cost of Protection,” Economic 
Record, XXXIII (April, 1957), 29-51. 
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argued that if the existing tariffs had been removed then much 
Australian secondary industry would have survived, including 
that which was afforded natural shelter by distance and that 
which needed protection only because supplying industries were 
tariff-protected, but that many workers would have been out of a 
job. The committee could not contemplate a fall in (real) wages 
to correct this situation, since it took notice of the procedure of 
the Commonwealth Industrial Court in tying money wages to 
price changes, and in any case it believed that a lower wage 
would have retarded the growth of population. 

However much it wanted to argue otherwise, the Brigden 
Committee was unable to convince many of its critics that it had 
shown that Australia should depart from unrestricted trade in 
accordance with the theory of comparative advantage, which first 
made its appearance early in the nineteenth century and, despite 
countless attacks over the last 150 years, remains today the cor- 
nerstone of trade theory.” Though thoroughly investigated, re- 
fined, and restated by a host of economists, especially those of the 
present generation, it still serves to show that if the world as a 
whole wants to maximize its current output of goods and services 
there should be no restraints on trade.” It is true, as has long been 
known, that countries which are important enough in trade can 
improve their lot (and hurt somebody else) by restrictions on 
trade, though retaliation will reduce such gains and may, in the 
end, produce no net gain to such a country.”* If we leave this case 
aside, and ignore possible complications arising from economic 


16. The first correct formulation of the theory of comparative advantage is often 
attributed to David Ricardo, whose first known exposition appeared in On the 
Principles of Political Economy and Taxation (London, 1817). However, there 
has been some argument about whether Robert Torrens should be more properly 
regarded as the founder of the theory, and the recent rigorous reappraisal of 
classical contributions by John S. Chipman has Jed him to conclude that “both 
Torrens and Ricardo contributed in essential ways to the development of the law 
of comparative advantage; and that credit for the principal discovery should go to 
Torrens” (John S. Chipman, “A Survey of the Theory of International Trade: Part 
1, The Classical Theory,” Econometrica, XXXIII, No. 3 [July, 1965], 482). 
aes contribution appeared in An Essay on the External Corn Trade Cede 
1815). 

a An elementary statement of this proposition will be found in Paul A. 
Samuelson, Economics (6th ed.; New York, 1964), chap. xxxii. 

18. See Harry G. Johnson, “Optimum Tariffs and Retaliation,” Review of 
Economic Studies, XXI (1953-54); reprinted in his International Trade and 
Economic Growth (London, 1958). 
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growth, we can reconcile the Brigden thesis with the law of 
comparative advantage. 

The missing link is the realization that the theory assumes that 
a country will set the rate of exchange for its currency at a level 
which balances its international receipts and payments (or allows 
the free market to set such a rate). When this condition is met, 
the proof of gains from trade then follows; but in the Brigden 
“model” the removal of the tariff would have produced an exter- 
nal deficit, and an alteration in the exchange rate would have 
been required to restore external balance. Thus the problem of 
reconciliation with economic theory required the consideration of 
a mechanism to maintain external balance. If the committee had 
asked what exchange rate would be required to achieve external 
balance when the tariff is removed, it would have been able to 
give a more complete answer along these lines: Australia’s popu- 
lation growth requires an expansion of secondary industry to 
provide employment; at the present exchange rate imports are 
too cheap (when converted into Australian currency) to enable 
the necessary expansion to take place; therefore the exchange rate 
should be changed. 

At the time the committee wrote, such a course was perhaps too 
horrible to contemplate: imagine anyone suggesting a severing of 
the one-for-one link with the English pound! But within a few 
years the sacred link had to be discarded and the Australian 
pound did depreciate and was finally fixed at a new lower level. 
Since it is now clear that sterling was overvalued during the late 
twenties and that this was one of the prime causes of the collapse 
of the gold standard in 1931,” there is little doubt that Australia 
would have had fewer problems in the thirties if devaluation had 
been effected in the late twenties. 

But that is by way of an aside. It is perhaps now clear that, in 
most cases, the conflict between the “free traders” and the “pro- 
tectionists” has long been, and in large part continues to be, a 
somewhat meaningless comparison of a situation with some tariffs 
and one without any tariffs, the latter purporting to represent 


ig. See, for example, Leland B. Yeager, International Monetary Relations (New 
York, 1966), chaps. xv and xvi. 
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“free trade.” But trade theory proves that gains are maximized 
with unrestricted trade only when the exchange rate is such that 
external balance is achieved. Hence the proper comparison is 
between tariff protection (bearing in mind that this affects the 
external accounts by restraining imports and exports, given the 
exchange rate) and free trade with the equilibrium exchange rate 
(which is almost certain to be different from that in use with any 
significant degree of tariff protection). 


Reconciliation of the Report and Its Critics 


It is then possible to close the gap between the Brigden Com- 
mittee and its critics: Australian living standards were lower than 
they would have been for a smaller population, but given that the 
aim was to have the existing population, it was true that the 
expansion of secondary industry was necessary to provide em- 
ployment. There was no contradiction of the economic principle 
that a country’s real income at any time is dependent on its 
existing endowment of resources, including its work force and the 
state of technology; neither was there any contradiction of the 
law of comparative advantage—trade made Australians better off 
than they otherwise would have been, but it did not prevent 
them from arranging their own affairs to fit in with their desired 
aim of achieving a much greater population. The cost of the 
greater population was a lower standard of living, and trade, 
while still improving the standard, could not compensate for the 
losses through having a larger than “optimum” population. In 
fact, taking the population as given, the Brigden Committee's 
argument for retaining the tariff on the grounds that it achieved a 
redistribution of income becomes redundant; the required expan- 
sion of industry to employ the greater population would have 
achieved a real wage for the work force commensurate with its 
productivity. If it was still felt that a larger share of national 
income should go to the work force, the appropriate policy would 
have been to achieve this by internal tax policy. 

There is, however, another point which must be taken into 
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account before finally leaving the Brigden Report, especially as 
there is a degree of similarity between the observations of that 
committee and those of the much more recent Vernon Report” in 
this respect. It is not difficult for a student of economics to show 
that, given certain not unlikely general circumstances in a “capi- 
talist” economy, firms will produce those goods and services 
which society values most, since entrepreneurs will make profits 
by producing such commodities. When there is competition from 
imports, a potential domestic manufacturer has to see the pros- 
pect of selling at a price below that of imports (converted to 
domestic currency through the exchange rate); if he cannot do 
this he will not commence production. If the latter situation 
arises, are we right in thinking that it is not desirable for the 
country to have this industry, at least in present circumstances? 
We certainly are, provided that full employment and external 
balance are being maintained. 

Perhaps this point needs further elaboration, especially in cir- 
cumstances of economic growth. As already noted, governments 
have the necessary instruments for maintaining full employment, 
and they can use these weapons in providing jobs for a growing 
work force, such as Australia’s. Hence any general arguments for 
tariffs based on employment considerations of this kind are falla- 
cious. This does not mean that in an economy like Australia’s we 
will never have any new industries; as the market expands it 
is possible for new industries to be established once it becomes 
possible to realize the requisite economies of scale to compete 
with imports. And that is the right time to establish such in- 
dustries; any earlier establishment is a misallocation of resources, 
since, in conditions of full employment, the cost of establish- 
ing a new industry which cannot compete with imports is not 
zero, but the alternative goods and services which the labor, 
capital, and other resources could produce. One further observa- 
tion may be necessary: at full employment, a chronic external 


20. See Commonwealth of Australia, Report of the Committee of Economic 
Enquiry (Canberra, 1965), hereafter referred to as the Vernon Report after its 
chairman, Sir James Vernon. Other members of the committee were Sir John 
Crawford, Professor P. H. Karmel, Mr. D. G. Molesworth, and Mr. K. B. Myer. 
The tariff is dealt with in Vol. I, chaps. xiii and xiv, and Vol. II, Appendix L. 
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balance might emerge, with external payments persistently ex- 
ceeding external receipts. In that case it is, 1 hope, abundantly 
clear that the exchange rate is wrong and should be changed. In 
other words, full employment and external balance can be taken 
care of in growing as well as stationary economies, and unless 
there are other circumstances to be taken into account these 
policies will provide efficient growth, efficient in the sense that 
the industries established will be those which the economy 
should have on the basis of international comparisons (i.e., 
through domestic manufacturers profitably making those goods 
whose cost is below that of imports). Now, it seems, we can have 
efficient growth, full employment and the gains from trade. Mod- 
ern economics seems to provide all the answers! 


The Application of Theory 


If we compare this situation with the recommendations of the 
Brigden Report we are left in much doubt about that part of the 
report dealing with the application of tariff policy, especially in 
view of the apparent influence of the committee’s views on the 
subsequent investigations of the Tariff Board. Since the recent 
efforts to reform the board’s procedures are apparently meeting 
strong opposition, this is a matter of considerable importance. 
The economic principles outlined above suggest a clear guideline 
for tariff policy. If a country cannot or will not change its ex- 
change rate to reconcile full employment with external balance, 
then, so far as imports are concerned, the same effect can be 
achieved by levying a uniform tariff on all imports. This puts up 
all import prices by the same percentage and provides an auto- 
matic guide for domestic manufacturers: if they can produce and 
sell at prices which match import prices (with the tariff now 
added), they will do so, following their normal pursuit of profits. 
In such circumstances, no special tariffs, no tariff boards, no 
elaborate rules or investigations are necessary: behind the tariff 
necessary to reconcile full employment and balance of payments 
equilibrium we could still have efficient growth. This is a far cry 
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from the Australian system, in which a separate investigation has 
been made of each industry and a number of matters given 
greater or lesser weight according to the circumstances; the 
“tests” applied to what the Tariff Board has called “economic and 
efficient” vary from case to case, along lines which were more or 
less indorsed by the Brigden Committee.” 

Still we must inquire if there are any cases in which modern 
economic theory countenances the use of an ad hoc tariff (apart 
from the case mentioned earlier where a large country might try 
to manipulate international prices in its favor). In one sense, the 
answer is no. Because protective tariffs change the price ratios 
between commodities, they misdirect producers and consumers 
toward less efficient decisions. Hence, even if we can find what 
appears to be a theoretically respectable case for a tariff, what we 
really should be arguing for is the removal of all such tariffs 
(assuming the exchange rate is correct) and their replacement by 
other measures to correct what are really distortions of the do- 
mestic economy. In essence, this means that subsidies which 
would correct distortions at their source should be used in such 
cases, rather than tariffs which will increase the weight of distor- 
tion as the effects permeate the economy.” It appears then that 
any acceptable argument for tariff support to a domestic industry 
is really an argument for some other, more efficient, kind of 
assistance, and that the revenue produced by protective tariffs 
should be replaced by revenue from sources which do not inter- 
fere with resource allocation. In this respect, the Brigden Com- 
mittee favored subsidies rather than tariffs and the Vernon Com- 
mittee indorsed its view,” although it considered it impracticable 
to think of replacing all current revenue from protective duties 
by, say, income taxes.” 

Leaving such problems aside, let us see what cases for assist- 


21. Brigden Report, Parts IX and X. 

22. See Harry G. Johnson, “Optimal Trade Intervention in the Presence of 
Domestic Distortions,’ in Robert E. Baldwin, et al., Trade, Growth and the 
Balance of Payments (Chicago, 1965). 

23. Brigden Report, pp. 109-110, and Vernon Report, paras. 14.61 to 14.73. 

24. Presumably the prospective loss of customs revenue also weighs heavily 
against the prospect of establishing the equilibrium exchange rate, and removing 
existing subsidies and protective tariffs. 
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ance of some kind might be justified by strictly economic consid- 
erations. One of these is the long-standing infant industry case, in 
a form not too different from that expounded by John Stuart Mill, 
even though it is evident that his version has been so misused by 
ardent protectionists in Australia (as elsewhere ) that Mill himself 
was horrified and wished that he had never expounded it.” Nev- 
ertheless, a close perusal of Mill’s own words may enable us to 
distinguish the genuine case from the impostors. Mill wrote: 


The only case in which, on mere principles of political economy, 
protecting duties can be defensible, is when they are imposed ladies 
rarily (especially in a young and rising nation) in hopes of naturaliz- 
ing a foreign industry, in itself perfectly suitable to the circumstances 
of the country. The superiority of one country over another in one 
branch of production often only arises from having begun it sooner. 
There may be no inherent advantage on one part, or disadvantage on 
the other, but only a present superiority of acquired skill and experi- 
ence.”° 


The thing to notice is that Mill’s argument rests on realizing skill 
and experience, and not on acquiring economies of scale within 
the industry, about which there is obviously much confusion in 
both the Brigden Report and the Vernon Report, as well as in 
publications of the Tariff Board.” 

In any case, passing the “Mill test” alone does not justify pro- 
tection. Bastable added the condition that the industry should 
also be able to compensate the community for the misallocation 
of resources during the learning period, so that it must pass also 
the “Bastable test,” which means that “it is necessary that, when a 
suitable discount is applied to the early excess costs and to the 
eventual cost savings, the commodity still should be worth pro- 
ducing.””* In addition, Murray Kemp has shown that if the bene- 


25. See Goodwin, Economic Enquiry in Australia, pp. 24-26. 

26. From John Stuart Mill, The Principles of Political Economy, quoted in 
Murray C, Kemp, “The Mill-Bastable Infant-Industry Dogma,” Journal of Political 
Economy, Vol. LXVIII (February, 1960). Mle Viner traces earlier, less defini- 
tive versions back to the seventeenth and eighteenth centuries, and notes that Adam 
Smith was not too happy with these versions .(see Studies in the Theory of 
International Trade [New York, 1937], pp. 71-72, incl. n. 60). 

27. C.f., for example, Brigden Report, Part IX, and Vernon Report, para. 13.61. 

28. Kemp, “Mill-Bastable,” p. 65. 
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fits of the experience gained can be retained by the firms initially 
established, there will be no need for protection, since the firms 
will be able to recoup their initial losses from subsequent profits; 
if, however, the benefits of the acquired skill can easily be dif- 
fused among other producers (e.g., through trained workers mov- 
ing to other firms), then protection may indeed be necessary to 
make certain the industry is initially established.* Harry Johnson 
has added that uncertainty about the future outcome in these 
cases may still warrant some initial subsidization, preferably in 
the form of assistance in raising the required capital, while the 
acquisition of skills and experience might best be promoted by 
expenditure on education and training, both in colleges and on 
the job.” 

Another instance in which a case for assistance can be made 
out is where gains to the economy as a whole occur not through 
an industry's growing up, but because of a reduction in costs 
elsewhere through the mere existence of the industry concerned. 
While the divergence between social benefits (i.e., those to the 
whole economy) exceeds the private benefits (as paid to the 
factors of production employed in the industry), assistance from 
the public purse is warranted, although such cases need not be 
confined to import-competing industries and indeed may just as 
well be characteristic of export or service industries.” In any case 
the modern argument is again for a subsidy to correct the prob- 
lem at its source, and not to use restrictions on trade. 

If internal subsidies are ruled out as impracticable, we are left 
with a case for ad hoc tariffs only as inferior devices to be used 
where it can be shown that the industries concerned are provid- 
ing some net benefits to the economy which cannot be appropri- 
ated to the firms in the industries. Here then are the only criteria 


29. Ibid., pp. 65-67. 

go. Johnson, “Optimal Trade Intervention,” p. 28. 

31. See G. Haberler, “Some Problems in the Pure Theory of International 
Trade,” Economic Journal, LX (June, 1950), Sec. V, 223-240. In that article 
Haberler also analyzed another case where a temporary tariff might be justified, 
that is when factors of production are immobile and, in addition, refuse to accept a 
lower return. On these cases, see also Johnson, “Optimal Trade Intervention,” for a 
restatement. The long-run solution in the case mentioned here is, of course, to 
encourage resources to move into other industries. 
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which a tariff-making body needs, assuming that the correct ex- 
change rate (or uniform tariff) is set to maintain internal and 
external balance.” 


Dr. Corden’s Views 


These arguments were fully spelled out by Max Corden in 
1958, in an article in which he drew attention to the error in- 
volved in the Tariff Board procedure of looking at particular 
circumstances in particular cases. On general grounds, the com- 
plex structure of the tariff was unnecessary, since there was a 
comparatively simple guide to insuring that Australia naturalized 
only the industries which are currently efficient. He considered 
that exceptional cases which warranted special consideration on 
external economy grounds were few and far between: “There is 
rarely much case for protecting one industry rather than another, 
and when a country is already highly industrialised it is doubtful 
whether even a general growth in industry necessarily creates 
more external economies than diseconomies. 


The Vernon Report 


In view of Dr. Corden’s careful analysis of the situation in this 
and later articles,” the discussion of tariff policy in the Vernon 
Report leaves much to be desired. It is true that the report 
debunked a good number of popular fallacies about the tariff and 
expressed concern that “a strong, although in our view unwar- 
ranted, presumption is gaining ground, that an industry, once in 
existence, should be protected, and that, once protected, should 
continue to receive the protection it needs, even if its cost disabil- 


32. No attempt is made in this paper to deal with prey arising from 
dumping; such problems have been part of the Tariff Board’s worries in Australia. 
3. W. M. Corden, “Import Restrictions and Tariffs: A New Look at Australian 
Policy,” Economic Record, XXXIV (December, 1958), 331-346; reprinted in H. 
W. Arndt and W. M. Corden, The Australian Economy (Melbourne, 1963). The 
quotation is from p. 424 in the book. 
34. “The Logic of Australian Tariff Policy,” in Planned and Unplanned Devel- 
opment, Economic Papers No. 15 (Sydney, 1962), and “The Tariff.” 
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ities rise to high levels.”* While admitting that an exchange rate 
adjustment could have been used to achieve internal and external 
balance, the committee refuted the argument that such a change 
would have stimulated export industries (even though the do- 
mestic value of exports would have been increased, probably by 
the same percentage as the devaluation), and stated that such a 
change would have redistributed national income in such a way 
as to make wages “significantly lower’; as a result, it is argued, 
there would have been pressure for an increase in wages, an 
unstable situation which “would have led to increases in money 
wages and domestic costs, making even greater devaluation 
mecessary.... 

Thus the committee has done something to perpetuate a belief 
about devaluation which I believe is wrong, at least in the 1960's. 
It is well known that an effective devaluation in full employment 
conditions requires a restraint on domestic expenditures, since 
the object of the devaluation is presumably to close an external 
gap, and this can only be achieved by reducing domestic expendi- 
ture to make more goods available for exports and/or to replace 
goods formerly imported. Even with the Australian system of 
wage determination, it seems to me unduly pessimistic to think 
that a redistribution of income of the order involved in even a 25 
per cent devaluation would set off any spiraling inflation of itself, 
especially as the effect on import prices would be largely can- 
celed out by the proposed reduction in tariffs.” Moreover, the 
committee’s denial of any stimulus to export production through 
devaluation is hard to swallow.* 

Despite Corden’s article, the Vernon Committee seems to have 


35. Vernon Report, para. 14.29. 

36. Ibid., para. 13.51. 

37. Export receipts represent about 20 per cent of GNP at existing prices, so 
that after a 25 per cent devaluation export incomes would rise (on the committee’s 
assumption of an unchanged volume of exports and further assuming no other 
changes) to 25/105 per cent, or approximately 24 per cent of GNP. The wage 
share is equal to about 60 per cent of GNP, so this share would fall to 60/105 
per cent, or about 57 per cent, i.e., by perhaps 3 per cent. Is such a change really 
“significant,” especially as there would be no fall in money wages and the change 
in prices of imports should not be very great? Surely the situation could be 
managed by responsible policies and careful argument on the part of the govern- 
ment. 

38. See W. M. Corden, “Protection,” Economic Record, XLII (March, 1966), 
130-132. 
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been as confused as many of its predecessors about the real 
meaning of the infant industry argument. In the face of the 
committee’s contention that “the case for tariff protection or other 
assistance in the early stages of industries which are likely to 
benefit from large-scale production is strong,” Dr. Corden has 
again reiterated the correct approach.” There is further evidence 
that the committee did not fully appreciate this argument in its 
statements to the effect that no one can show whether an alterna- 
tive system would have increased national output; this is true in 
a statistical sense, but the theory surely gives rise to the strongest 
presumption that made-to-measure tariffs, granted for different 
reasons in different cases in different years and by different peo- 
ple, are inferior to a system in which one uniform tariff guides 
most decisions and deviations are granted only on well-defined 
grounds. The committee also opposed the imposition of the uni- 
form tariff on goods currently imported free of duty on the 
grounds that this would unnecessarily raise costs; yet it did not 
bother to indicate how important these costs might or might not 
be. The committee thus alleged that the uniform tariff is not as 
good as a selective tariff, when in fact the uniform tariff is the 
best selector of all in the absence of external economies. 

These lapses aside, however, the committee was clearly genu- 
inely concerned about the administration of the tariff, and its 
great complexity. Despite its denial of the virtues of a uniform 
tariff, it developed the idea of a “general cost disability” to assist 
the Tariff Board in giving a more precise meaning to “economic” 
in the board’s twin criteria of “economic and efficient.” Other 
paragraphs notwithstanding, the committee stated, “We may 
argue that economic industries are those which would exist under 
a regime of free trade, combined with a satisfactory balance of 
payments and full employment,” and “another approach would 
be to think in terms of a uniform tariff at an appropriate level. . . 
[which] would offset the general cost disability.”” Further, 


39. Vernon Report, para. 13.61. 

40. Corden, “Protection,” pp. 140-143. 

41. See, e.g., Vernon Report, paras. 13.7, 13.48, 13.55. 
42. Ibid., para. 14.16. 
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The general cost disability reflects the difference between wage levels 
in Australia and other countries, the relative costs of raw materials, 
power and other overhead costs, as well as costs of distribution and 
other services. It also reflects relative productivity in Australia and 
other countries. Australia’s disabilities in respect of some of these 
result from the relatively small size and the dispersion of the Austra- 
lian market. The consequence of all of them combined is that higher 
costs at existing exchange rates are normally to be expected when 
Australian industries are compared with overseas industries, even 
where plant size, output and technical efficiency are directly compara- 
ble. This is what we mean by general cost disability.” 


The committee suggested that the general cost disability be 
used as a bench mark by the Tariff Board, with protection being 
readily granted up to this level, but with higher tariffs only in 
special circumstances. Industry-wide hearings and general re- 
views were also recommended. Even though the suggested cost 
disability (25 to 30 per cent) may be overstated and the criteria 
suggested for granting assistance over this level too liberal by 
comparison with the acceptable economic arguments, this at 
least seemed to be a recommendation which would help direct 
tariff-making in the right direction. 

The subsequent annual report of the Tariff Board revealed that 
members of the board were divided on the speed and accuracy 
with which the committee’s ideas could be implemented. While a 
majority of four members expressed interest but a “hasten slowly” 
attitude, the minority of three urged greater speed and suggested 
the use of an interim bench mark, above that suggested by the 
Vernon Committee. They took the unique course of presenting a 
minority report on the grounds of national urgency, commenting: 


The uncertainty of meaning of the term “economic” has restricted its 
effectiveness as a basis of discrimination in tariff making. As a result 
protection has been afforded to virtually all applicants whose produc- 
tion has been of significance in terms of employment or investment. 
This protection has been awarded primarily on the basis of need and 
sometimes at high levels, albeit accompanied by warnings to a few 
industries to restrict their manufacture to products for which the 
duties proposed would provide adequate protection. But the indica- 


43. Ibid., para. 14.17. 
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tions which have emerged as to the Board’s general policy have been, 
at best, vague. In consequence, the inducements to new investment 
have been spread widely, rather than being concentrated in the areas 
likely to yield the greatest economic benefit. 


In view of the reports of further bickering between the minister 
and board members, the hoped-for move toward more rational 
tariff-making may yet be delayed much longer. Despite the ab- 
sence of strict adherence to economic principles in the last 
hundred years, it could be that the costs have so far not been very 
great, especially when looked at from the point of view of Aus- 
tralia’s comparative affluence in 1967. But economic analysis 
strongly suggests that there have been such costs and that they 
may have been substantial, the opinion of two committees not- 
withstanding. To move further away from economic principles 
seems likely only to risk even greater costs in terms of lower out- 
put than the maximum which is possible in the century ahead. 


44. Tariff Board, Annual Report, 1965-66 (Canberra, 1966), para. 81. 


e 5 e 
Balance-of-Payments Problems 


Gregory D. McColl 


Imbalance and Imports 


A decade ago there appeared to be distinct signs that Austra- 
lia’s external accounts suffered from some kind of fundamental 
imbalance. In the early and mid-fifties general quantitative re- 
strictions were used to curtail the demand for imports severely; 
and two economists attributed the persistent external difficulties 
to a tendency for imports to rise at a significantly faster rate than 
exports.’ In the event it was possible for the Commonwealth 
government to relax the quantitative restrictions in the late fifties 
and ultimately to remove them altogether early in 1960. In July, 
1965, the acceptance of de facto convertibility status, already 
implicit in the 1960 action, was formally recognized by Australia’s 
signature to Article VIII of the International Monetary Fund 
Agreement; and a little over a year ago the Commonwealth 
Treasury observed that “since the late ‘fifties there does not seem 
to have been any underlying condition of chronic external imbal- 
ance in Australia.” 

On the surface at least, this judgment appears to be justified. 
However, the happier position in recent years has not come about 
from any reduction in the rate of growth of imports. As Table 1 


1. See E. Lundberg and M. Hill, “Australia’s Long-Term Balance of Payments 
Problems,” Economic Record, XXXII (May, 1956), 28-49; reprinted in H. W. 
os and W. M. Corden (eds.), The Australian Economy (Melbourne, 
1963). 

2. Commonwealth Treasury, The Australian Balance of Payments, Supplement 
to Treasury Information Bulletin (February, 1966), p. 13. 
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shows, the value of imports of goods and services in recent years 
was about two-thirds greater than their value in the four-year 
period 1954-55 to 1957-58.’ Although there was a tendency for 
the prices of many manufactured imports to rise slowly, this was 
partly offset by a gradual decline in prices paid for fuels and 
lubricants. Nearly all of the increase in imports was accounted for 
by an increase in the volume of goods and services. 

The change in relative prices was mainly responsible for a 





Table 1. Australia: Balance of Payments ($A. millions) 





Annual average for four years ended June 30 
1950 1954 1958 1962 1966 





Current account 


Credits 
Exports, f.o.b. $ 888 $1,646 $1,655 $1,862 $2,516 
Gold production 20 30 32 33 28 
Transport? 44 89 128 182 262 
Travel 6 10 15 27 48 
Government? 32 16 23 40 61 
Miscellaneous 10 16 17 22 47 
Total goods and services $1,000 $1,807 $1,870 $2,166 $2,962 
Property income S23t2 S$ . 27 $) 452 $1063 $ 104 
Transfers? 26 31 35 55 100 
Total current credits $1,038 $1,865 $1,958 $2,283 $3,167 
Debits 
Imports, f.o.b. $ 736 $1,449 $1,535 $1,781 $2,468 
Freight payable abroad on imports 70 160 170 210 271 
Other transport® 22 59 84 119 178 
Travel 14 30 47 73 107 
Government’ 40 38 27 35 49 
Miscellaneous (25) 33 35 44 75 
Total goods and services $ 907 $1,770 $1,899 $2,262 $3,149 
Property income 
Public authorities $ 40 $ 40 $ 46 ee Re 6) 
Undistributed income? (20) 47 81 110 114 
Other’ (40) 70 108 152 202 
Transfers 
Papua-New Guinea’ 8 12 20 34 69 
Other official* 26 6 8 8 30 
Private 16 33 50 56 63 
Total current debits $1,058 $1,978 $2,212 $2,679 $3,699 
Current account deficit $ 20 $ 113 $ 254 $ 396 $ S32 





3. Almost all Australian balance-of-payments statistics are compiled on a fiscal 
year basis, i.e., for years ending June 30. For the remainder of this chapter I adopt 
the shorthand fashion for writing longer periods, i.e., 1954-55 to 1957-58 is 
abbreviated to 1954-58, etc. 
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Go 





Annual average for four years ended June 30 
1950 1954 1958 1962 1966 





Capital account 
Identified private inflows 














Undistributed income $ (20) $ 47 Sx 8 $ 110 $ 114 
Other direct (76) 71 120 170 305 
Portfolio ( 4) 6 14 71 88 
Total $ (100) $ 124 $ 215 $ 351 $ 507 
Identified private outflows Biv wi SaLZ $ —23 $ —17 $ —10 
Unidentified items! (112) —17 20 79 118 
Apparent net private inflow 210 95 212 413 615 
Marketing authorities 8 1 —2 —21 —2 
Government borrowing, etc. —30 8 27 34 9 
Net inflow on capital account 188 104 236 426 622 
Less current account deficit —20 —113 —254 —396 — 532 
Net monetary movements $ 168 $—10" $-—18 $30 $ 90 


Holdings of international monetary 
assets at end of period 


Gold $ 80 $ 114 $ 132 $ 158 $ 198 
Foreign exchange 1,180 1,015 902 939 1,177 
Reserve position in IMF (—10) (—15) 8 66 152 
Total $1,250 $1,114 $1,042 $1,163 $1,527 
Other (unused) IMF drawing rights $ 169 $ 164 $ 179 $ 357 $ 446 


a. Includes expenditure of overseas carriers in Australia, and overseas earnings of Australian 
airlines and ships. 

b. Expenditure of foreign governments in Australia, including payments to Australian govern- 
ments. 

c. Principally interest on international monetary assets, but including also income from private 
Australian investment abroad. 

d. Mainly immigrants’ funds. 

e. Includes payments to overseas transport companies for freight carried between Australian 
ports, and all fares (including Commonwealth payments for assisted immigrant passages); also 
net payments abroad for insurance and overseas expenditure of Australian operators. 

f. Includes all (net) defense expenditure abroad. 

g. Equity of overseas companies in retained profits. 

h. Principally remitted profits and interest of subsidiaries and branches of overseas companies; 
includes also dividends on portfolio investment and payments for royalties and copyrights. 

j. Includes Commonwealth grants to the administration and direct Commonwealth expenditure. 

k. Figures for final period cover all goods, services, and foreign exchange provided to non- 
residents, whether provided in Australia or overseas; in earlier periods only amounts actually 
paid overseas were included. 

I. The balancing item in the official statistics, comprising the net effect of all errors and omis- 
sions in current and capital accounts. 

m. Monetary movements in this period included a fall of $97 million in deposits of foreign 
banks with Australian banks. 

Nofe: Figures in parentheses are estimates. 

Source: Figures for 1950-51 to 1965-66 are derived principally from Commonwealth Bureau of 
Census and Statistics, Balance of Payments 1961—62 to 1965-66 (Canberra, 1966); those for the 
period ended 1950 are from earlier bulletins and are not strictly comparable with later periods. 
Entries in capital account are net figures for each item. Minus sign indicates a net outflow; no sign 
a net inflow. Private capital inflows prior to 1950 are partly estimated. Figures for 1965—66 ([in- 
corporated in final column) are provisional; some estimates by writer. (Official exchange rate: 


$A. 1 = $U. S. 1.12.) 
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decline in the percentage of foreign exchange being spent on 
petroleum products, the share falling from about 12 per cent of all 
merchandise imports in 1954-58 to under 10 per cent in recent 
years. In the intervening period the Moonie oilfield in Queens- 
land has begun to supply oil to Australian refineries, but its 
output of 110 million gallons in 1965-66 provided only 2.5 per 
cent of total requirements.* The volume of crudes imported has 
approximately doubled, while the quantity of refined products 
imported has been more or less static. While the substantial 
increase in refinery capacity has been instrumental in transferring 
most of the processing of Australian petroleum consumption to its 
own shores, the growth of the economy, as well as the lack of 
large-scale indigenous supplies of oil, have combined to increase 
the overall bill for petroleum. 

This outcome is typical of what happens when domestic manu- 
facturing is established on a large scale. In such cases there is 
usually gross import replacement in the sense that part of the final 
value of the manufactures remains in the country,° but imported 
materials and components continue to increase as the volume of 
output rises. Gross import replacement on a large scale has been 
achieved by many of Australia’s secondary industries that have 
grown fastest in the postwar period, and a study carried out by 
the Commonwealth statistician for the Committee of Economic 
Enquiry, which reported to the Commonwealth government in 
1965, shows that the iron and steel industry, electrical machinery 
and motor vehicle manufacturing, paper-making and the plastics 
industry have been very important contributors to this process, 
along with petroleum refining.’ But, as with petroleum, it is much 
more difficult to show the extent to which net import replacement 
has occurred in any particular industry, since this requires a 
comparison of the growth rate of output with the rate of growth 


4. Petroleum Information Bureau (Australia), Oil and Australia 1966 (Mel- 
bourne, 1967), p. 12. 

5. However, if tariff protection is high enough there may be no gross import 
replacement; see G. D. McColl, The Australian Balance of Payments (Carlton, 
Vict., 1965), pp. 56-59. 

6. See Commonwealth of Australia, Report of the Committee of Economic 
Enquiry (Canberra, 1965), Vol. II, Appendix K, esp. paras. K.146 to K.161, 
hereafter referred to as the Vernon Report. 
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of all inputs needed by the industry and by its domestic suppliers, 
in addition to changes in imports of competing finished goods. 
Only a complete input-output study which could clearly establish 
changes in final import requirements for each industry would 
enable net import replacement to be measured on an industry 
basis.” But where the inputs required by the domestic industry 
are supplied principally from local sources, net import replace- 
ment also occurs on a large scale, and this is undoubtedly true in 
some cases, e.g., in the Australian iron and steel industry. But 
most other Australian manufacturing uses substantial supplies of 
semiprocessed materials from abroad, and imports of these have 
continued to rise with the growth of the economy.* 

In recent years, materials required by the motor vehicle indus- 
try have taken up some 7 to g per cent of all merchandise imports, 
a figure which has changed little in the last decade. Imports of 
materials for other manufacturing (excluding oil refining) now 
account for a little more than one-quarter of total imports, a 
proportion which appears to be declining slowly, mainly because 
of a comparatively slow increase in imports of textiles, yarns, etc.° 
If materials of all kinds, petroleum and what the Commonwealth 
statistician calls “auxiliary aids to production” are included, the 
proportion of imports accounted for by materials is a little over 
half of the total, a decline of several percentage points over the 
decade. 

In the postwar years finished consumer goods have generally 
accounted for less than 20 per cent of total merchandise imports. 
Clearly the local manufacture of formerly imported consumer 
goods has displaced many goods which would otherwise have 
been imported; but in many cases these former imports have been 
replaced by new goods becoming available abroad, and the value 
of such imports has continued to rise through the importation of 


“ 7. For an attempt to do this, see Vernon Report, Vol. II, Appendix K, para. 
171. 

8. Nevertheless, it is some measure of the net import replacement achieved by 
Australian secondary industry as a whole that the volume of imported materials 
has grown at a much slower rate than the volume of factory production. See 
McColl, The Australian Balance of Payments, Table 3.2. 

g. See Commonwealth Bureau of Census and Statistics, Monthly Bulletin 
of Statistics, No. 348 (November, 1966), pp. 16-17. 
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many items which Australia could produce only at much greater 
cost. 

The fall in the share of materials in all imports has been 
matched by a rise in the proportion of imports accounted for by 
capital equipment of various kinds. The growth and development 
of the economy has been heavily dependent on these imports, 
especially for the substantial additions to plant and equipment 
which have been effected in recent years. From a little over 20 
per cent a decade ago, the share of capital equipment in all 
merchandise imports is now close to 30 per cent. 


Services 


Table 1 shows that payments for services have risen more 
rapidly between 1954-58 and 1962-66 than those for merchandise 
imports, although freight and, probably, other charges on imports 
(included in “other transport”), rose at much the same rate as 
merchandise imports themselves; and if all the figures were avail- 
able separately, these items could properly be added to the f.o.b. 
cost of imports to give their landed cost. But part of “other 
transport,” as well as the amount shown for travel, represents an 
increasing demand by Australians for overseas travel. The “mis- 
elecena item includes rentals on films and earnings of enter- 
tainers; obviously the rise in these items should be partly ascribed 
to increasing affluence in Australia. Perhaps that part of govern- 
ment expenditures which finances Australian civil servants (and 
parliamentarians) abroad should be similarly designated. The 
part which represents increased war and defense spending might 
be regarded as an insurance payment or as a dead loss, depending 
on one’s political views. 

It is interesting to note that debits under the heading of prop- 
erty income have not risen markedly faster than other current 
account debits between 1954-58 and 1962-66. Some critics of 
overseas investment have attached considerable importance to 
the rise in these servicing costs. It is true that this is a rise from 
about 6 per cent in 1950-54 to 10 per cent recently, but, we might 
ask, “so what?” The debits represent the cost of borrowing from 
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abroad, and if the gains from such borrowing outweigh the costs, 
such a rise in this relationship appears to give no cause for alarm, 
especially while it remains at such a low level. 


Current Account Debits 


What does bear closer examination from the long-run point of 
view is the trend in all current account debits, since any projec- 
tion of the external accounts is bound to start with a considera- 
tion of the debit items and then try to establish where the foreign 
exchange might come from to meet future import bills. It is easy 
to see that such items have been rising quickly, and to establish, 
for example, that in 1962-66, in addition to being about two- 
thirds higher than in 1954-58 as already noted, they were almost 
40 per cent higher than in 1958-62. One of the principal reasons 
for suggesting long-term difficulties a decade ago was an appar- 
ent tendency for such payments to rise at a faster rate than the 
growth of national output, while exports rose at a slower rate.” 
When I looked at this problem about two years ago I thought it 
was reasonably safe to say that the volume of current debits was 
rising at about the same rate as the volume of GNP;” but the 
trend over the last four years, which is mainly accounted for by a 
rise in the volume of imported goods and services at a rate about 
double that of GNP, suggests that such a conclusion may not be 
warranted. Such comparisons continue to be bedeviled by the 
fact that general import restrictions were still in use to some 
extent in the late fifties, and, possibly, by the heavy demand for 
investment goods in the most recent four-year period. 

Nevertheless, there seem to be some grounds for optimism 
about future trends in these items, at least as far as requirements 
for continued industrial growth are concerned. The pattern of 
demand will turn more toward output of tertiary industries over 
the next decade,” although such changes are also likely to in- 
crease spending on imported finished goods and on travel abroad. 


10. Lundberg and Hill, “Australia’s Long-Term Balance of Payments Prob- 
ems. 

11. McColl, The Australian Balance of Payments, chap. iii. 

12. See Vernon Report, Vol. II, Appendix N, esp. paras. N.32 to N.39. 
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However, a smaller proportion of total expenditure will go on 
manufactures and this will moderate the demand for imported 
materials. In addition, Australian secondary industry will almost 
certainly achieve some further net import replacement, and it is 
possible that some substantial savings will be made by use of local 
materials, e.g., aluminum (and, less certainly, petroleum), and 
that the establishment of more intermediate goods industries will 
mean a greater domestic content in more manufactured goods. 
The latter effect could be particularly important if local materials 
(e.g., iron and steel) are substituted for similar materials now 
imported in intermediate goods.” 

The Vernon Committee of Economic Enquiry used two princi- 
pal estimates of import requirements in its projections for 
1974-75, and these are given in Table 2. One estimate provided 
for an unchanged relationship between imports and GNP after 
1962-63, except the adjustment implicit in the changing structure 
of demand mentioned above, and the other was a lower estimate 
allowing for a 2 per cent reduction in the 1962-63 relationship. 
On the basis of the recent tendency for imports to rise somewhat 
faster than GNP, Dr. Perkins has suggested that faster rates of 
increase should be considered; his estimate (converted to as- 
sumed 1974-75 prices ) takes the higher Vernon Committee figure 
as the lowest possibility (i.e., $4.5 billion at 1959-60 prices is 
equivalent to $5.2 billion in assumed 1974-75 prices), and he 
suggests a much higher figure as a distinct possibility.” Because 
the amount of investment income payable abroad depends on 
assumptions about future inflows, retained earnings and yields, 
estimates of trends in this item are subject to wide margins of 
error, but if the recent experience of lower yields is maintained, 


13. But it is important not to derive from this any general case for attempting to 
replace imported goods with local production, since only those items which can be 
produced domestically at competitive prices should be replaced. The correct 
comparison of prices is made by using the exchange rate which achieves external 
balance; this allows the gains from international trade to be realized while full 
employment and growth are maintained. Apparently this is not generally under- 
stood because the Australian Industries Development Association suggested to the 
Vernon Committee that almost 40 per cent of imports in 1961-62 were not 
essential and could be replaced by existing capacity, without regard to cost. See 
Vernon Report, Vol. I, para. 12.106. 

14. See ibid., Vol. II, Appendix N. 

15. J. O. N. Perkins, “Overseas Investment, Trade Policy and the Balance of 
Payments,” Economic Record, XLII (March, 1966), 111-113. 
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Table 2. Australian Balance of Payments, 1954-66, and Projections, 
1974-75 ($A. millions ) 





Projections, 1974-75 








Committee 
of Economic 
Annual average for four years Enquiry Perkins 
ended June 30 (1959-60 (1974-75 
1958 1962 1966 prices) prices)? 
Current account 
Debits 
Imports of goods and services $1,899 $2,262 $3,149 $4,000 to $5,200 to 


$4,500 $7,250 
Property income 


Public authorities 46 56 70 60 60 
Royalties and copyrights 16 28 4] 40 70 
Other private 173 234 275 900° 800° 

Transfers 

Official aid 28 42 40 200 
Private (net) 15 1 —37 —80 
Total current debits $2,177 $2,622 $3,599 $5,040 to $6,250 to 
$5,540 $8,300 
Credits 
Exports 
wool $ 810 $ 740 $ 892 $1,050 
other rural 522 698 1,077 1,250 
minerals 124 128 225 500°> $4,800 
manufactures? 160 232 (325) 600 | 
other goods, services 254 368 (443) 600 } 

Property income 52 63 104 200 130 
Total current credits $1,923 $2,228 $3,067 $4,200 $4,930 
Deficit on current account $ 254 $ 396 $ 532 $ 840to $1,320to 

$1,340 $3,370 
Private capital inflow $ 215 $ 351 $ 507 $ 750 $(1,000) 





a. Includes iron and steel, and refined petroleum. 

b. On assumption of a new capital inflow of $300 million a year and an 8 per cent per annum 
yield. 

c. Amended in accordance with figure agreed by Sir John Crawford after taking account of 
mineral developments which occurred after the report was written (see Perkins, “Overseas In- 
vestment,” p. 109). 

d. Export and import prices assumed fo rise at 1 per cent per annum. 

e. On assumption of a new capital inflow of $300 million in 1965-66, rising thereafter at 8.4 
per cent per annum, and an earnings yield of 6.5 per cent per annum. 

Note: Figures in parentheses are estimates. 

Sources of projections: Commonwealth of Australia, Report of the Committee of Economic En- 
quiry (Canberra, 1965), chaps. xii and xv, and Appendix N; J. O. N. Perkins, “Overseas Invest- 
ment, Trade Policy and the Balance of Payments,” Economic Record, XLII (March, 1966). (A number 
of the projected figures have been rounded to facilitate comparisons.) 





then the amount required for this purpose may not be as large as 
that shown in Table 2.*° 


16. See Vernon Report, Vol. II, Appendix N, and Perkins, “Overseas Invest- 
ment,” pp. 118-124. 
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Thus it is easy to visualize current debits of around $6 billion 
by 1974-75, and not too difficult to think of them as reaching $7 
billion. Whether foreign exchange of this magnitude is likely to 
be forthcoming is another question, and one which it is obviously 
impossible to answer with much accuracy at this stage. But recent 
trends in export earnings might give some hint to the likely 
outcome, and may possibly indicate the degree to which balance 
of payments problems will dictate Australian policies in the dec- 
ade ahead. 


Export Earnings 


Comparing again the period 1962-66 with 1954-58, the in- 
crease of nearly 60 per cent in earnings from all goods and 
services is compounded of a slightly faster rise in volume (about 
65 per cent, according to official estimates, which is not much 
different from the increase in the volume of imports over the same 
period ) and some softening of prices for exports. Exports of rural 
origin have continued as the main export-earners, although their 
importance has declined a little as the value of other items has 
grown at a faster rate. The slower growth of wool earnings more 
than accounts for the fall in importance of rural products; from 
1954-58 to 1962-66, the volume of wool exports rose by about 20 
per cent, but the average price received fell by about 10 per cent. 
In the same period, the value of other rural exports, mainly 
foodstuffs, more than doubled, a rise of two-thirds in volume 
being accompanied by an overall rise of some 20 per cent in 
prices. 

Wheat and meat exports have been the star performers during 
this period. Wheat and wheaten flour sales earned an average of 
$128 million a year in 1954-58, and over $320 million a year in 
1962-66. Sales to China have exceeded $100 million per annum in 
recent years, and there has been a strong expansion in sales to 
Japan as well as some important, though less consistent, sales to 
the U.S.S.R. Over the same period the United States has become 
the major purchaser of Australian beef, and principally because of 
the substantial rise in United States purchases, foreign exchange 
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earnings from meat exports have grown from under $120 million a 
year in the earlier period to over $260 million a year in 1962-66. 

For some time, and especially in 1963-64, sugar provided an- 
other example of rapidly increasing sales of food, but the subse- 
quent decline in international prices makes it extremely unlikely 
that the average of over $110 million a year achieved from this 
source in 1962-66 will be sustained. Possibly the total will fall 
back toward the earlier figure of around $60 million a year. The 
other principal foodstuffs exported, dairy products and fruit, 
which continue to rely heavily on preferential treatment on the 
British market, have shown little sign of growth; indeed the 
return from butter, cheese, and milk products has changed little 
from around $90 million a year, while fruit exports have risen to 
about the same figure from $70 million or so a decade ago. 

The strong upsurge in food exports has compensated for some 
of the decline in wool’s importance in export earnings: wool 
provided about 40 per cent of all current earnings in 1954-58 and 
about 28 per cent in 1962-66; other rural products yielded 26 per 
cent of the total in 1954-58 and 34 per cent in 1962-66. Apart 
from the spectacular success of the sale of wheat to China and 
beef to the United States, the continuing growth of Japan as a 
market for Australian primary products has been the main influ- 
ence on Australia’s exports. Japanese purchases of merchandise 
averaged under $200 million a year in 1954-58 and grew to $435 
million a year in 1962-66; Japan thus challenged the United 
Kingdom as Australia’s best customer, with British purchases 
tending to decline a little over the decade to an average of $476 
million a year in 1962-66. Japan displaced the United Kingdom 
as the largest buyer of Australian wool in the late fifties and now 
buys about twice the quantity that goes to Britain. 

Japan has also been buying increasing quantities of Australian 
mineral exports, although the United Kingdom remains the prin- 
cipal buyer in the traditional fields of lead, copper, and zinc. But 
the rising value of coal exports in recent years has been almost 
entirely due to Japanese imports, and contracts arranged with 
Japanese interests will produce a very substantial rise in the 
export of iron ore to that country over the next decade. 
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After a period of stagnation a few years ago, mineral exports 
are now rising quite rapidly. In the past decade there has also 
been an important increase in the value of manufactured goods 
(including iron and steel and refined petroleum) exported, in 
sales of goods and services to ships calling at Australian ports and 
in earnings of Qantas (both included under “transport” in the 
statistics ), and in receipts from tourists. All of these items have at 
least doubled in the last decade and have thus increased their 
percentage contribution to foreign exchange earnings. It is a 
matter for some regret that exports of iron and steel have not 
expanded faster (from about $26 million a year in 1954-58 to 
over $60 million a year recently), since the Australian industry 
enjoyed a price advantage internationally for many years but was 
apparently preoccupied with the domestic market for most of the 
time and did not seek large export expansion. Now the price 
advantage has dwindled, and New Zealand, which has been the 
main customer, is planning to build its own steel works. Refined 
petroleum exports, again mainly to New Zealand, rose to about 
$40 million a year by 1960, but the establishment of a refinery 
there has already halved Australian exports in this category. 

Other manufactures exported comprise a wide range of prod- 
ucts, including motor vehicles and parts, machinery and other 
metal manufactures, drugs and chemicals, and a variety of fin- 
ished consumer goods. Again New Zealand has been the principal 
buyer, followed by other Pacific markets, including Papua and 
New Guinea. There are some examples of manufactured goods 
being exported to industrial countries. But the campaign to make 
manufacturers “export-conscious,’ mainly through tax conces- 
sions, may take a long time to succeed on a large scale in an 
economy which is small compared with most industrial countries, 
and which insists on sticking to an exchange rate that requires 
that it afford heavy protection to most manufacturers. 

Nevertheless, in predicting the future trend in exports it is 
normal to accept the view that manufactured exports will go on 
increasing. The Vernon Committee was prepared to project a rise 
of 7.5 per cent per annum in these items but a slower rate of 
increase in other items. Since the committee’s report was written, 
it has become obvious that exports of iron ore from the recently 
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discovered deposits in northern Western Australia, together with 
other mineral exports, will increase at a fairly rapid rate over the 
next few years. The committee’s projection of earnings from this 
source has been revised upward in Table 2, but the revised figure 
may still be too low.” 

What of the really big export-earners, wool, beef, wheat, and 
other rural exports? Obviously wool output cannot be increased 
at a very much faster rate than the increase in the number of 
sheep being sheared (unless there is some very rapid rise in the 
weight of fleeces, which does not seem to be in prospect). It is 
generally accepted that wool will continue to meet stiff competi- 
tion from synthetic fibers, so that no improvement in its price is 
likely. The Vernon Committee’s projection of the return from 
wool was based on an estimate made by the Commonwealth 
Bureau of Agricultural Economics, although the committee 
thought the bureau a little pessimistic about possible expansion of 
production.** Because of losses in the recent drought, wool pro- 
duction in the last two seasons has been below that of previous 
years, and it may take some time for production to recover to the 
2.5 per cent per annum which the committee appears to have 
considered likely.” 

For most other rural products which are expected to contribute 
more to export earnings in the coming decade, the projections of 
the bureau were influenced by the likely state of international 
demand. Slightly more optimistic figures were adopted by the 
committee. Against the actual figure for 1962-66 and the growth 
of these earnings in recent years, this estimate looks very conserv- 
ative indeed. But when other things are considered, e.g., the 
possible disappearance of wheat sales to China, or a (probably 
less likely ) reduction in American demand for hamburgers (or an 
increase in output of American beef, with subsequent reductions 
in quotas for Australia, it was probably not a good idea for the 
bureau or the committee to be more optimistic about sales of 
foodstuffs. On the other hand, perhaps we could treat the esti- 


17. See Commonwealth Treasury, The Australian Balance of Payments, Appen- 
ix B 


18. See Vernon Report, Vol. I, paras. 12.117 to 12.120, and Vol. II, Attachment 
G-3 to Appendix G, and Attachment K-1 to Appendix K. 
1g. Ibid., Vol. I, para. 12.120. 
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mate as conservative, though, from his earlier comments,” I 
doubt if Professor Gruen, who has examined the overall economic 
situation of Australia in this volume, is prepared to do so. In his 
review of the projections, Dr. Perkins has repaired an apparent 
error in overestimating receipts from property income. On the 
other hand, it seems to me that the committee might also have 
underestimated the increase in receipts from “other goods and 
services” (which includes spending of shipping companies, tour- 
ists, and non-residents with Qantas). But that would not matter 
very much, because a yawning gap is left after comparing pro- 
jected debits with projected credits for 1974-75. On the commit- 
tee’s lower import estimate, with mineral exports now promising 
more than originally thought, the current account deficit of $840 
million would be more or less covered by the amount of private 
capital inflow the committee was prepared to accept: a new 
inflow of $300 million (in 1959-60 prices) plus retained profits 
equal to about one-half of profits (expected to reach $goo million 
by 1974-75 if $300 million new capital arrived each year). Simi- 
larly, most of Perkins’ current deficit on his most optimistic 
projection would be covered with a total capital inflow of $1 
billion (in 1974-75 prices), comprising, if I understand him cor- 
rectly, about $600 million in new inflow and $400 million in 
retained earnings. Dr. Perkins is also a little more optimistic than 
the committee on the export side (although most of the difference 
shown in Table 2 is due to the projected rise in prices). 


Need for Restraint 


Now it seems clear that unless there is a much bigger rise in 
export incomes or a much greater inflow of capital than can be 
seen at present, imports will have to be kept well within bounds 
in the decade ahead. In fact, of course, difficulties being experi- 
enced with the United Kingdom and United States balances of 
payments might themselves cause the capital inflow to dwindle, 
although this situation could change very much one way or the 


Bi F. H. Gruen, “The Rural Economy,” Economic Record, XLII (March, 
1966), 83. 
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other in the next decade. In any case, the Vernon Committee was 
not prepared to budget for a new inflow at a rate in excess of $300 
million (1959-60 prices) a year, and although this figure appears 
to have been selected in a somewhat arbitrary manner, there are 
good grounds for seeking to restrain at least some of the inflow 
and, more certainly, for reducing and probably removing the 
incentives offered to potential investors, especially those emanat- 
ing from state capitals. 

In other words, there are now serious misgivings in many 
quarters about a continuance of postwar policies in encouraging 
and accepting all available overseas capital, or, to put it another 
way, allowing the current account deficit to go on rising. While 
some of the increase in the figures for capital inflow merely offsets 
inflationary tendencies, it can easily be shown that overseas in- 
vestment has become more important in a very real sense to 
Australia in the postwar period. For example, Table 3 shows that 
since the early fifties the identified inflow has more than doubled 
in its importance as a source of foreign exchange available for 
purchasing imports, and that it has almost doubled as a percen- 
tage of all expenditure on goods and services in Australia. 

Until recently, the postwar inflow was heavily concentrated in 
manufacturing, in line with the dominant positions held by Bri- 
tish and American companies in that sector of the economy, and 
especially in the motor vehicle, chemical, and petroleum indus- 
tries. Profits accruing to British owners have been about 50 per 
cent higher than those accruing to North America in recent 
years (see Table 3). Although there were earlier indications that 
United States profits were rising at a rapid rate and were being 
used to finance a high proportion of American investment in 
Australia,” it is now clear that the level of these profits has been 
little changed in recent years, while new capital has been the 
most important source of American investment. Indeed, in 
1962-66, a much higher proportion of British investment (about 
one-third) was financed from retained profits than was American 
(about one-fifth). As Table 4 shows, recent overseas investment 
has gone more into non-manufacturing sectors of the economy, 


21. See E. L. Wheelwright, “Overseas Investment in Australia,” in Alex. Hunter 
(ed.), The Economics of Australian Industry (Parkville, Vict., 1963). 
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Table 3. Private Capital Inflow and Profits Payable Abroad 





Annual average ($A. millions) 














Source of identified private inflow 1950-54 1954-58 1958-62 1962-66 
United Kingdom 
Undistributed income $ 20 $ 38 $ 50 $ 72 
New inflows 58 87 122 154 
$ 77 $125 $172 $226 
United States and Canada 
Undistributed income $ 25 $ 39 $52 $ 43 
New Inflows 10 25 82 185 
35 64 134 228 
Other countries 13 26 44 64 
Total $124 $215 $351 $518 





1950-51 1954-55 1958-59 1962-63 
to to to to 
1953-54 1957-58 1961-62 1965-66 





Total identified private capital 
inflow as percentage of: 
Current account debits 6.0 10.0 13.0 14.0 
Gross national expenditure 1.5 2.0 25 2.8 
Total identified private capital 
inflow plus share of depreciation 
allowances owned abroad as per- 
centage of gross private non-rural 
capital expenditure (excluding 











dwellings) 20 24 34 (40) 
Profits payable abroad* Annual average ($A. millions) 
United Kingdom $ 62 $ 94 $112 $149 
United States and Canada 36 66 93 96 
Other countries 6 13 21 26 
Total $104 $172 $226 $271 
As percentage of current account 

credits 6 9 10 9 





a. Including undistributed income. 

Note: Figures in parentheses are estimates. Any discrepancies between totals and 
sums of components are due to rounding. 

Source: Commonwealth Bureau of Census and Statistics, Annual Bulletin of Oversea 
Investment, 1964-65 [Canberra, 1967], and Overseas Investment, 1965-66, prelimi- 
nary Estimates (Canberra, 1966). 


with most recent emphasis on mineral development, in which 
Japanese, American, and British companies are all involved. 
The apparent reduction in the yield on overseas investment™ 


22. See Vernon Report, Vol. II, para. J.76; Commonwealth Treasury, Private 
Overseas Investment in Australia, Supplement to Treasury Information Bulletin 
(May, 1965); Perkins, “Overseas Investment,” pp. 120-122; and G. D. McColl, 
“Australia’s Long-Run External Prospects,” Bankers’ Magazine (London), May, 
1967, Table 2. 
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Table 4. Direct Investment and Income from Direct Investment 
($A. millions) 





Annual average 


1956-57 1958-59 1962-63 1964-65 
to to to to 
1957-58 1961-62 1963-64 1965-66 


Primary Industries 





Rural industries ss 
Mining $ 18 $ 19 $ 24 68 
Oil exploration 20 
Total primary industries $ 18 $ 19 $ 24 $ 91 
Manufacturing 
Founding, engineering, metal- 
working $ 19 $ 34 $ 57 $ 29 
Vehicles, parts, accessories 30 26 56 43 
Electrical equipment 15 14 19 17 
Food, drink, tobacco 10 15 19 29 
Chemicals, etc. 38 
Oil refining 48 51 48 22 
Other manufacturing 13 26 33 30 
Total manufacturing $135 $165 $232 $208 
Other industries 
Insurance (non-life) \ $ 10 
Other finance and property $ 14 $ 22 $ 35 44 
Oil ae 50 
Commerce 22 67 78 48 
Other 2 7 12 19 
Total other industries $ 38 $ 96 $125 $171 
Total all industries $191 $280 $381 $471 


1956-57 1959-60 1962-63 1964-65 


fo to to to 
Income from direct investment 1957-58 1961-62 1963-64 1965-66 
Primary industries $ 13 $ 14 $ 20 
Manufacturing 
Founding, engineering, meee 29 
Vehicles, parts, accessories 58 72 43 
Electrical equipment 2 10 10 18 
Food, drink, tobacco = 13 14 17 
Chemicals, etc. 3 28 
Oil refining 3 36 30 3 
Other manufacturing = 17 25 22 
Insurance Zz 22 
Other finance, property 22 33 13 
Oil distribution 3 
Commerce 30 33 21 
Other industries 6 6 8 
Total $205 $236 $247 





Note: Any discrepancies between totals and sums of components are due to rounding. 
Source: Same as for Table 3. 
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obviously owes much to the free flow of imports in the sixties, 
since it was much easier to earn higher profits behind the shield 
of quantitative restrictions. Also, the generally less inflationary 
conditions of the sixties and increasing competition from new 
entrants in a number of fields (again mainly from abroad) have 
produced an environment in which profits can be kept within 
more reasonable bounds. It is possible, of course, that the over- 
seas-owned companies have reacted to criticism of their high 
profits by reducing prices (or, a cynic might add, by doctoring 
their books, e.g., by charging their Australian companies more for 
imports from affiliates abroad or by increasing intercompany 
charges). Certainly the figures for profits on direct investment 
now available (see Table 4) show that oil refining and distribu- 
tion are remarkably unremunerative in Australia. Judging by the 
proliferation of service stations on view in Australia, the explana- 
tion probably is that the companies have created so much excess 
capacity in distributing outlets that none of them is making much 
out of it. They are in business to retain a share of the market and 
they can wait a long time, if necessary, for their return, especially 
when Australia is such a small part of their overall activities. 
Thus, even though there is little or no tariff protection for their 
activities, competition in petroleum distribution continues to 
mean much excess capacity while many urgent public works 
cannot be financed. Consequently, comparisons of figures for 
overseas investment with those for all investment in Australia, 
which usually show that overseas investment (including imputed 
ownership of depreciation allowances) represents about one- 
tenth of the total, seem to me to overstate the importance of this 
investment heavily. 


Tariff Policy 


In the tariff-protected sectors of manufacturing, which em- 
brace most of the other areas of overseas investment, it is ex- 
tremely important that the tariff be administered in such a way as 
to reduce the possibility of excess profits accruing to overseas- 


23. See Commonwealth Treasury, Private Overseas Investment in Australia. 
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owned companies. It is true that this proposition applies to all 
producers, whether domestic or overseas owned. But with their 
greater resources and longer horizons, large international compa- 
nies may succeed in obtaining tariff protection by demonstrating 
that they have higher unit costs after they have built capacity 
well in excess of that required by the existing Australian market. 
If they succeed in such requests, they will almost certainly in- 
crease their profits while increasing the level of prices in the 
economy. Surely it would be better to let them bear the costs of 
overcapacity rather than encourage them to go on thinking 
that there will always be a higher tariff to protect higher unit 
costs in various activities.* 

The importance of tariff policy in mitigating some of the unde- 
sirable effects of overseas investment has been recognized for 
many years,” and Dr. Corden has recently re-examined the posi- 
tion on a theoretical level to see whether it would be more 
appropriate to manipulate tariffs or control overseas investment 
as distinct from domestic investment. His observations are worth 
repeating: 

The general point is that if foreign capital tends to flow into over- 
protected (above optimum-protected) industries the gains from the 
inflow are less than they would otherwise be, and there may indeed be 
a social loss. The loss is indicated by the fact that the tariff is indirectly 
subsidising this capital even though there is no case on external 
economies or other grounds for such subsidisation. I suspect that this 
type of case is realistic. In certain cases the gain to Australia from 
foreign capital inflow may well be zero or there may even be a loss. 
But the remedy is elementary. It is not to restrict the capital inflow but 
to reduce the tariffs. A “first-best” policy is better than a “second-best” 
policy. 

A similar argument applies if we assume not a given tariff structure 
but a given tariff policy. This policy may consist of protecting any 
industry that exists or is newly established, giving it a made-to-meas- 
ure tariff sufficient to yield a reasonable profit margin. This is a 


24. On a number of occasions the Tariff Board has reported that it has refused 
to recommend protection to cover “unjustified” excess capacity. See, for example, 
the Tariff Board, Annual Report, 1962-63 (Canberra, 1963), para. 57. 

25. See, for example, J. O. N. Perkins, “Some Fallacies About Overseas Borrow- 
ing,” Australian Quarterly, XXXII (June, 1960), 74-88; reprinted in N. T. Drohan 
and J. H. Day (eds.), Readings in Australian Economics (Melbourne, 1965). 
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somewhat extreme description of our present policy. If this is the 
policy, and it cannot be changed, and if foreign capital inflow then 
leads to protection above the optimum, the only remedy is to restrict 
the capital inflow. If we feel we must protect what exists, then we 
must ensure that uneconomic industries do not come into existence. 
But control or taxation confined to foreign capital inflow would be a 
third-best policy. One should really control or tax appropriately all 
investment, whether foreign or domestic.” 


There are some indications that a more rational approach to 
tariff policy may be in prospect, but it is likely to be some time 
before such a policy is properly worked out. If and when such a 
“first-best” policy is operating, the need for special attention to 
overseas investment will undoubtedly disappear. Meanwhile, 
what Dr. Corden has said in no way weakens the case for reduc- 
ing other subsidies to overseas-owned companies, or for taking 
other steps to put potential domestic competitors on at least an 
equal footing (provided, of course, they are likely to be equally 
efficient). Since the importance of overseas investment in the 
non-rural sector of the economy (excluding dwelling construc- 
tion) appears to have doubled in the last decade and has now 
reached about two-fifths of the total (see Table 3), it would seem 
appropriate for some of the reforms indorsed by the Vernon 
Committee to be implemented without delay. 


Control of Investment from Overseas 


While acknowledging the important contribution made by 
overseas investment in the postwar period by the provision of 
more resources from abroad and by keeping Australia abreast of 
the latest technological advances in the United States and the 
United Kingdom, and while noting that “there will be for many 
years a continuing need for overseas investment of the kind that 
improves national productivity,” the committee nevertheless con- 
cluded that it is essential “that Australia should so order its af- 

26. W. M. Corden, “Protection and Foreign Investment,” ANZAAS paper, 


Melbourne, 1967, pp. 31-32, reprinted in Economic Record, XLIII (June, 1967). 
27. Vernon Report, Vol. I, para. 11.91. 
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fairs that it can become less dependent on capital inflow.” In 
reaching this conclusion the committee was apparently overin- 
fluenced by a projection of overseas control of Australian com- 
panies which rather heavily overstates the likely outcome,” but 
this does not destroy the validity of its recommendations for a 
selective approach which would endeavor to retain those inflows 
which would clearly benefit Australia, while rejecting those 
which clearly did not. The committee urged much greater re- 
search into these problems, especially by the Reserve Bank, so 
that the government (or, initially, the special consultative body 
recommended) could make its decisions about regulating the 
inflow in the most informed manner possible.” It will naturally 
prove difficult to decide which inflows should be discouraged and 
which should be approved; probably the likely contribution of 
“know-how” (in the widest sense) would weigh heavily in favor 
of particular inflows, while mere takeovers of existing firms which 
promise no greater efficiency might be excluded. Dr. Perkins has 
suggested that the benefit of any doubt will probably have to be 
given to the would-be investor, but that such a selective approach 
appears to answer many of the criticisms of the “open door” 
policy so far followed.” 

However, Dr. Perkins would still consider some subsidies if the 
expected gains were high enough, although the Vernon Commit- 
tee was of the opinion that “there is no longer justification, on the 
basis of the experience of recent years, for general promotion of 
overseas investment either by the Commonwealth or State gov- 
ernments.”” The committee considered that although the effects 
of limitations of exports by parents of overseas-owned companies 
had probably been exaggerated, it nevertheless regarded them as 
“objectionable unless they can be shown to be otherwise” and 
recommended that they be taken into account by the Reserve 
Bank in approving or rejecting proposals. The committee further 


28. Ibid., para. 11.75. 

29. See Perkins, “Overseas Investment,” pp. 118-119. 
go. Vernon Report, Vol. I, paras. 11.95 to 11.99. 

31. Perkins, “Overseas Investment,” p. 122. 

32. Vernon Report, Vol. I, para. 11.92. 

33. Ibid., para. 11.83. 
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suggested that “the Tariff Board should take this factor into 
account in determining whether, and to what extent, an industry 
warrants protection.” 

The committee also considered the criticism that overseas com- 
panies charge subsidiaries more for goods and services than they 
would be charged by other suppliers (thus increasing the foreign 
exchange cost to Australia) and also that such practices could 
shift profits between various parts of the organization, which 
could be damaging to Australian tax revenue. It recommended 
that taxation legislation be reviewed to strengthen the Com- 
monwealth’s powers to deal with such practices and that tax 
concessions allowed to overseas investors by existing international 
agreements be reconsidered.” There seems to be no place for 
such concessions in the sixties. So far as I know, none of these 
recommendations has received the overt approval of the govern- 
ment, although there have been some statements which suggest 
that a more discriminating attitude is being taken by the govern- 
ment and the Reserve Bank.* Perhaps more definite measures 
and a clearer statement of policy will be forthcoming in the near 
future. Meanwhile the Commonwealth government has probably 
been more concerned with the possibility of a falling off in the 
inflow of capital from the United States and the United Kingdom 
than with developing a longer-run attitude to the whole problem. 


Australian Investment Overseas 


It seems even less likely that the government will consciously 
attempt to reduce to zero the net inflow of capital into Australia 
by the end of the sixties as suggested by Professor Arthur Smith- 
ies when he revisited Australia a few years ago.” Such a course 


34. Ibid., para. 11.83. 

35. Ibid., paras. 11.63, 11.68, 11.69, 11.89, 11.90. 

36. A statement by the Commonwealth Treasury indicated that it agreed with 
the view that some flows were undesirable; see The Australian Economy, 1965 
(Canberra, 1965), Part II. 

37. See Arthur Smithies, “Australian Economic Strategy,” Economic Record, 
XXXIX (March, 1963), 24-42; also “An American Economist’s View,” Economic 
Record, XLII (March, 1966). 
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would involve a larger outflow of Australian capital to developing 
countries sufficient in size to at least offset any inflow. Australia’s 
status as a high-income country certainly warrants some further 
increase in such outflows. So far, official assistance has been in the 
form of aid to Southeast Asian countries, and the Department of 
External Affairs, noting that the amount will exceed $120 million 
this year and that this represents $10.90 for each Australian 
(which puts Australia fourth on this basis behind the United 
States, France, and Belgium) and 0.64 per cent of national in- 
come (which puts it fifth behind Portugal, France, Belgium, and 
the United States, and marginally ahead of the United King- 
dom), states with obvious (i.e., in boldface type) pride, and 
some justification, that “Australia is the only donor country which 
provides all of its official economic aid in the form of grants,” and 
adds (in ordinary type) that “most other donors provide a sub- 
stantial proportion of their aid in loans which must be repaid with 
interest.”** About two-thirds of this aid goes to Papua and New 
Guinea, about one-sixth under bilateral transfers to other South- 
east Asian countries (including Colombo Plan assistance), and 
somewhat less to international agencies. This year an initial con- 
tribution of about $4 million is going to the recently formed Asian 
Development Bank. 

There has also been some relatively small private Australian 
investment in developing countries in recent years, perhaps on 
the order of $5 million or so a year. (The main recipient of 
Australian investment has been New Zealand, which has been 
receiving about $15 million annually recently.) Thus there is 
ample scope for large increases in aid to, and investment in, 
developing countries; and it would be in keeping with Australia’s 
condition as a high-income country to increase this aid greatly in 
the years ahead. Puvate investment abroad is kept in close check 
by the Reserve Bank, obviously with the idea of preventing any 
large outflows for portfolio investment in other countries. But it is 
relatively easy to obtain approval for direct investment projects, 
and it is undoubtedly the lack of applicants among Australian 


38. Commonwealth Department of External Affairs, Australia’s Aid to Develop- 
ing Countries to 30 June, 1966 (Canberra, 1966), p. 38. 
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companies which restricts the more rapid growth of this form of 
assistance. It is to be hoped that the government will not allow its 
policies in this regard to be paralyzed by its oft-repeated claim 
that Australia’s “midway” position (between developed and de- 
veloping countries) gives it some special place so far as foreign 
aid is concerned.” It is evident that Australia’s present contribu- 
tion could be increased several times over without becoming a 
major problem for the balance of payments, so that this factor 
alone should not inhibit the government in facing the aid prob- 
lem in the years ahead. 

As Professor Arndt has pointed out, the “midway” doctrine, 
however transparent it may be otherwise, has truth in it to the 
extent that Australia shares common problems with most of the 
low-income countries in marketing primary products.” It is there- 
fore able to take their part in trying to secure better entry for 
primary products in the industrial countries and has made a 
gesture in respect to barriers against imports of some of their 
manufactures by granting them preferential tariff treatment on 
certain commodities. This move required a waiver under the 
General Agreement on Tariffs and Trade, since the preferences 
were not extended to all members. Care was taken to avoid 
injuring Australian industry, and the items admitted may not be 
of very great importance. Apparently the object of the exercise 
was to try to get the industrial countries to make similar conces- 
sions of a preferential kind. They have not yet done so, but as the 
Kennedy Round negotiations are not yet over, they may help to 
achieve such a result in the final outcome. However, it is to be 
hoped that the Australian government does not regard such steps 
as any substitute for more concrete aid to these countries. 


Stability in the Economy 


In one important way the postwar development and diversifi- 
cation of the Australian economy has rendered it relatively im- 


39. See James Polhemus, “Australia and the New States,” ~- xv below. 
40. H. W. Arndt, “Australia—Developed, Developing or Midway,” Economic 
Record, XLI (September, 1965). 
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mune to fluctuations in the balance of payments, at least so far as 
the economy as a whole is concerned. Wide swings still occur in 
year-to-year balances, through fluctuations in supplies of primary 
products or in the demand for exports, in capital inflows and/or 
in payments for imports (which usually respond quite markedly 
to cyclical ups and downs). But the inflation following the Ko- 
rean War boom in wool prices was the last which was clearly 
caused by external forces; more recent fluctuations have been 
almost entirely homemade.” It is not that balance-of-payments 
fluctuations do not make it more difficult to keep internal balance 
(i.e., full employment and price stability ). They certainly do, but 
the authorities can claim a large measure of success in recent 
years in using fiscal and monetary policies to ward off big disturb- 
ances to internal balance. What is needed to be able to do this in 
Australian circumstances is a higher level of reserves (compared 
with balance-of-payments transactions ) than would otherwise be 
necessary. Such levels of reserves have been available in recent 
years, and the external deficit of 1964-66 was met without diffi- 
culty, though not without some calls for restrictions against im- 
ports, which are forthcoming from some quarters whenever the 
reserves begin to fall from a peak. 

It is quite apparent, however, that the diversification of the 
economy and its relative immunity from externally generated 
fluctuations have not solved for it the problem of economic man- 
agement involved in trying to restrain inflationary tendencies. 
Most other sophisticated economies share this problem, and most 
of them are trying desperately to find ways to keep down infla- 
tionary pressures while not falling into the quagmire of unem- 
ployment. Rightly or wrongly a new gold standard system is with 
us, not because gold is used very much in settlements (though 
France has adopted such an attitude for some years), but rather 
because exchange rates are widely regarded as unchangeable, so 
that there is no way to relieve pressure on external accounts 
brought about by domestic inflation. Since such inflation destroys 


41. For an analysis of fluctuations in the economy since the Korean boom see 
articles by R. I. Downing, D. C. Rowan, H. W. Amdt, and H. F. Lydall in Amdt 
and Corden, The Australian Economy. 
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a country’s competitiveness, there is only one way out: stop the 
inflation. The great danger is, of course, that countries will pay so 
much attention to stopping inflation that they will cause an unde- 
sirable level of unemployment. As far as Australia is concerned, 
we had a remarkable degree of price stability in the early sixties, 
though the degree of unemployment was judged to be too high 
by Australia’s rather tough standard. Recently prices have been 
moving upward again, but Professor Isaac’s study of the opera- 
tion of the Commonwealth machinery for settling wage disputes 
should be referred to for a discussion of Australia’s difficulties in 
retaining price stability. 


Priorities 


The other major field in which special attention is required 
concerns the allocation of resources in the context of continued 
growth. This involves official policies concerned with investment 
in both the public and private sectors of the economy, and impor- 
tant judgments have to be made about the most productive areas 
in which investment is to be encouraged. Arguments continue to 
rage about what the priorities should be since the area of uncer- 
tainty is very great. It is particularly important to decide which 
industries should be given official assistance, either by providing 
social capital or by subsidization. I have no easy answer to these 
problems except to observe that more rational investment deci- 
sions seem absolutely essential in the public sector and to join the 
bandwagon of economists who urge the development of official 
interference in the general direction of creating more competitive 
conditions, so that investment decisions taken by the private 
sector are most likely to lead to efficient growth, rather than just 
to growth of any kind. 

The lifting of quantitative restrictions on imports was an im- 
portant contribution in this direction. Restrictive practices legis- 
lation has at last been enacted, and it is to be hoped that the 
Commonwealth government will not balk at further strengthen- 
ing of the legislation if this proves to be necessary, and that the 
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states will play their part in bringing down supporting legislation 
if this proves to be necessary.” Tariff policy is also under scrutiny 
by the Tariff Board itself, following some suggestions made by 
the Vernon Committee. While these suggestions would not go all 
the way toward introducing a more efficient method of tariff- 
making into the Australian scene, they would appear to be in the 
right direction in that they encourage a movement toward a rate 
(or perhaps a set of rates) which would offset the “general cost 
disability” of the economy, and the board would then not recom- 
mend higher tariffs unless there were special circumstances in 
particular cases.“ General reviews on an industry basis would also 
be encouraged. It would be a pity if a disagreement among 
members of the board halted progress toward the attainment of a 
more efficient tariff policy,“ since this could be of great impor- 
tance to future Australian growth. 

Finally there is the area in which government interference is 
usually considered essential to provide stability—that of rural 
producers. In Australia, wool is still sold at auction and no agree- 
ment has been reached about a wool marketing scheme. Nor do 
meat producers operate under such a scheme, so that the income 
of the whole of the pastoral industry depends heavily on export 
markets. Beef producers are hardly likely to want such a scheme 
while their sales continue to rise as in recent years, although they 
may be in difficulties if American purchases fall off. Even so, the 
prospects for beef exports are probably quite good in the very 
long run, and further heavy investment may be warranted. Con- 
tinued assistance to the wool industry in improving productivity 
and quality seems to be justified, but how far additional invest- 
ment in sheep-raising is desirable seems more debatable. 

In most of the remainder of rural industries, the problem is how 
best to administer existing stabilization and support schemes. The 
Wheat Stabilization Scheme, which fixes the price for domestic 


42. See Symposium on the Trade Practices Bill, Economic Record, XLI (Sep- 
tember, 1965), esp. J. E. Richardson, “The Legal Framework.” 

43. Though reluctant to admit it, both the committee and the board have 
accepted modified forms of the proposal for a uniform tariff. See W. M. Corden, 
“Protection,” Economic Record, XLII (March, 1966). 

44. See Tariff Board, Annual Report, 1965-66 (Canberra, 1966). 
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consumption and a minimum price for a guaranteed level of 
export sales, has come under considerable criticism in recent 
years when export prices have fallen below the assessed guaran- 
teed price. As a result, it can properly be claimed that the Austra- 
lian taxpayer is subsidizing wheat sales to China; the obvious 
answer seems to be to reduce the guaranteed price. That may be 
practicable for small differences, of course, but would present 
some difficulties if the export price fell further. 

Such difficulties have occurred already in dairying and in sugar- 
growing. Australian butter needs quota protection to keep New 
Zealand supplies out, and yet is sold in London. The home price 
is fixed on assessed costs of production, and a subsidy paid by 
the Commonwealth. Attempts to secure a more rational approach 
which would take more land and people out of dairying have so 
far met stony silence in Canberra. An expansion of sugar-growing 
activity following higher export sales has left the industry with 
no little problem about how to regulate its future activities. 

Similar problems arise with other schemes, and there are 
quite a few commodities obtaining or seeking government assist- 
ance. How to choose between the claimants would be difficult 
enough without political pressures, and Britain’s renewed appli- 
cation to join the European Common Market will probably in- 
crease the difficulties, since a number of the commodities depend 
heavily on preferential entry to the British market. The Vernon 
Committee urged a continued increase in rural output, with fur- 
ther assistance from governments to improve productivity and 
“guide and advise” farmers on production and marketing. Profes- 
sor Gruen has expressed skepticism about the ability of govern- 
ments to do this in the face of uncertainty about future demand.* 
Perhaps, after all, there is great merit in continental proposals to 
regulate to an even greater extent rural output and international 
trade in such commodities. If such schemes can be combined 
with some way around the obstacles to trade facing the low- 
income countries, then it may be the best in the long-run for 
Australia also, because it does seem that producers in Australia, 
primary or secondary, are no more disposed to make way for 


45. F. H. Gruen, “The Rural Economy,” p. 83. 
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products of low-income countries than are their counterparts in 
the United States or western Europe. But in the next decade 
some means will have to be found to reconcile these points of 
view. 

Whatever decisions are finally reached, the outcome of the 
international negotiations concerning primary commodities will 
be of great importance to Australia as well as the low income 
countries. While Australia has no immediate external problem, 
the future trends in the current account cannot be predicted with 
any great confidence, and there could be some difficult periods 
ahead. Few countries can be very certain about the future of their 
external accounts, and my view is that Australia should proceed 
with whatever policies appear otherwise most appropriate for 
foreign aid and foreign investment, treating the balance of pay- 
ments as a minor consideration. If external problems do arise, 
they can always be met, and, fortunately, without forsaking full 
employment. My proposal for meeting such problems would be 
the adoption of a more realistic exchange rate, accompanied by 
the removal of much existing protection.** In any case, whether or 
not external problems arise, the development of a more rational 
tariff policy, the enforcement of anti-monopoly legislation and the 
evolution of an acceptable incomes policy all deserve the highest 
priority. Successful policies in these fields could do much to 
provide the greater flexibility which, as the Treasury has recently 
argued, would make the economy much better equipped to cope 
with external difficulties if they arise.“ 


46. See McColl, The Australian Balance of Payments, chap. vii. 
47. Commonwealth Treasury, The Australian Balance of Payments, chap. vi. 
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The Development of the North 


Geoffrey Bolton 


A Difficult Land 


Northern Australia is usually taken to include Queensland 
north of the Tropic of Capricorn, the entire Northern Territory, 
and Western Australia north of the twenty-sixth parallel. In all, 
this includes 1.5 million square miles, about half the land surface 
of the Australian continent, but it is the home of only 400,000 of 
Australia’s 12 million inhabitants. Climate is largely responsible. 
Australia’s northern coast is visited by reliable summer monsoons 
between December and April. Darwin has an annual average 
rainfall of 60 inches, and even higher averages (up to 140 inches 
in one case) are recorded in some districts of northeastern 
Queensland. The winters are dry, benign, and as yet not overex- 
ploited by tourists. Inland, however, the rainfall diminishes mark- 
edly in quantity and reliability. Much of the interior of north- 
western Australia and the Northern Territory lies within the arid 
“dead heart,” useless except for the hardly won subsistence of 
small groups of nomadic aborigines. Elsewhere in the hinterland 
a low-density pastoral industry has existed for up to a century, 
but only the development of large-scale mining has brought any 
promise of closer settlement inland. Most northern Australians 
live along the coastal strip of northeastern Queensland, many of 
them in and around small towns with a population of between 
3,000 and 12,000." The communities on the North Queensland 


1. Metropolitan centralization has gone considerably less far in North Queens- 
land than elsewhere in Australia. The two large ports, Townsville (population 
60,000) and Cairns (30,000), contain between them less than 30 per cent of 
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coast support a variety of industries, but essentially the economic 
health of this region depends on one crop, sugar cane. 

The difficulties of developing Australia’s North have appeared 
formidable. In human terms the environment in much of northern 
Australia is physically demanding and distant from many ameni- 
ties. Remote from the main centers of population and industry, 
the North is subject to high freight costs and a transport system 
which even today may be seriously disrupted at times by flooding 
and the violence of the summer monsoons. Distance from markets 
is a continuing problem, and it has sometimes been asserted that 
Australia’s North can produce no agriculture which cannot be 
grown and marketed at less cost either in the more closely settled 
southern areas of Australia or among the peasants of South and 
East Asia.” Certainly the only industries to survive unsubsidized 
in northern Australia have been those yielding a high return on 
labor input. Since Australian workingmen have traditionally ex- 
pected a high standard of wages, this has implied either exploit- 
ing reserves of raw material for which there is currently a high 
demand (such as pearling and most forms of mining) or condon- 
ing the use of cheap non-European workers (such as the Pacific 
Islanders in the nineteenth-century sugar industry, and the abo- 
rigines employed for many years in raising beef cattle). Only in 
the last two decades have concerted attempts been made to 
compensate for lack of cheap manpower by the application of 
advanced technology, and these have been centered mainly on 
high-yielding mineral industries. Given protection and stimulus 
by federal and state governments, capital investment has been 
drawn to northern Australia in considerable quantities during the 
last twenty years, and even more during the last ten. Northerners 
can no longer complain with justice of unsympathetic administra- 
tion from the remote South. 

All the same, it is only in eras of prosperity such as the present 
that northern development has stood high on the list of priorities 
for either public or private investment. However, economic calcu- 


North Queensland’s inhabitants. In most Australian states over half the inhabitants 
live in the metropolitan area surrounding the state capital. 
2. See, for instance, B. R. Davidson, The Northern Myth (Melbourne, 1965). 
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lations are not the only reason for Australia’s preoccupation with 
its empty North. In one of the world’s most highly urbanized 
nations there is a nostalgia for the open spaces of the outback 
which Professor Russel Ward has defined as the Australian leg- 
end.* This hankering after decentralization, partly encouraged by 
the rural bias of parliamentary electorates, has fostered a tend- 
ency to value development for its own sake, and especially to 
regard any development of the outback as somehow preferable to 
comparable progress in the cities or the more closely settled areas. 
This feeling is reinforced for northern Australia because of its 
closer proximity to South and East Asia. Whether the Asian mil- 
lions are regarded as potential enemies against whom the North 
must be defended and developed, or as potential friends whose 
good will should be earned by the growth of massive food re- 
sources, most Australians see some validity in the view that it is 
necessary to “provide an earnest of Australia’s intentions to de- 
velop its natural resources in a land-hungry world.” Only a few 
skeptics hold that the North underdeveloped offers less tempta- 
tion to an invader than the North fertile and productive, and 
fewer still seriously advocate a “scorched earth” policy north of 
Capricorn, in which the North should be deliberately neglected 
except for defense installations, and all investment should be 
concentrated in the more populous parts of Australia. 

Even before the population explosion was heard of, fear of 
foreign ambitions was a powerful incentive in the settlement of 
northern Australia. As early as 1824 the British government, 
seeking to forestall largely imaginary French and Dutch designs, 
established a garrison of soldiers and convicts at Melville Island. 
The decision was entirely uninfluenced by the pressures of the 
Australian economy. New South Wales, still largely a convict 
colony, had not yet established itself decisively as an exporter of 
merino wool to Britain, and much of southeastern Australia was 
occupied by pastoralists only during the next quarter-century. At 
Melville Island, and its successor, Raffles Bay, neither men nor 
livestock throve, and the garrison was withdrawn in 1829. A 


3. R. Ward, The Australian Legend (Melbourne, 1959). 
4. A. Kerr, Australia’s North-West (Perth, 1967), p. 175. 
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second settlement, at Port Essington, lasted from 1838 to 1849, 
again with heavy losses of sheep and considerable discomfort 
among a garrison ill-adapted to tropical conditions. Despite these 
disappointments, it was as sheep-raising country that northern 
Australia first attracted European settlement. 


Pastoralists 


Following the discovery of gold in New South Wales and Vic- 
toria in 1851, Australia’s population leapt from 400,000 in 1851 to 
1,200,000 in 1861, and all the colonies except Western Australia 
achieved responsible government. Against this background of 
gold-rush prosperity, Australians turned their eyes to the poten- 
tial of the North. Some hoped that Australia’s tropics might grow 
tea, coffee, and sugar for all the new consumers, but the main 
impulse was pastoral. Backed by middle-class politicians in quest 
of power, many of the new settlers demanded that the pastoral- 
ists’ leaseholds in New South Wales and Victoria should be 
broken up for selections as farms, and in 1861-62 new land acts 
confirmed this policy. The pastoralists in their turn looked north- 
ward for lands where, because there was no pressure for closer 
settlement, they might enjoy a more secure tenure. With a gen- 
erous inflow of British capital following the gold rushes, banks 
and mercantile houses were glad to invest in pastoral expansion, 
and it required only the balanced but encouraging report of 
A. C. Gregory’s North Australian expedition of 1855-56 to give 
the necessary stimulus. 

Because settlement was expected to spread from south to 
north, the Colonial Office in London drew the boundaries of 
northern Australia along the meridians of longitude. Tropical 
Australia west of 129° E. formed part of Western Australia; until 
1859 all the rest was included in the mother colony of New South 
Wales. In that year the colony of Queensland was created, taking 
in all New South Wales north of 29°S. and east of 141° E. 
(extended to 138° in 1862). Founded with sevenpence-halfpenny 
in its treasury and dependent almost entirely on wool-growing, 
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the colony of Queensland, avid for investment, threw open the 
whole of its 670,000 square miles for pastoral selection. The fron- 
tier of settlement edged two hundred miles north each year, and 
by 1865 sheep were grazing among the treeless plains stretching 
down to the mud flats of the Gulf of Carpentaria. It was an 
apparent success story which provoked imitation. South Australia 
badgered the home government into granting it, on January 1, 
1863, control of the empty Northern Territory between Western 
Australia and Queensland. The British authorities, after trying 
ineffectually to suggest that Queensland and South Australia 
should divide the territory at Capricorn, yielded the point. This 
meant that for the next century and more, state boundaries di- 
vided tropical Australia from north to south, although it very soon 
turned out that the main lines of communication ran from east to 
west. It also meant that co-ordinated planning for Australia’s 
North was always to be complicated by the necessity of persuad- 
ing three different governments to reconcile their conflicting in- 
terests and agree on common policies. 

In Western Australia Victorian investors and local graziers sent 
parties with sheep to the Northwest, and despite the hostility of 
climate and aborigines, permanent settlement began in 1862. In 
the Northern Territory 250,000 acres were purchased by gullible 
investors, but drought discouraged all pastoral settlement. 
Queensland on the other hand was booming until 1866. Although 
theorists had sometimes doubted the suitability of the tropics for 
wool-growing, few practicing pastoralists were deterred, trustin 
to the proven capacity of the merino to withstand the heat of the 
subtropical Australian outback. But many seem to have miscalcu- 
lated the difficulties confronting them. The hostility of aborigines, 
the difficulty of finding enough shepherds for unfenced country, 
the added freight costs of overlanding wool long distances by 
bullock team to the nearest port: these they must have expected. 
It is surprising nevertheless that more were not discouraged by 
the very high prices for breeding sheep in the older settled dis- 
tricts which resulted from the brisk demand for stocking the new 
sheep runs. Few apparently foresaw that grazing would upset the 


The Development of the North 125 


native ecology so that in some areas of Queensland, such as the 
Burdekin Valley, nutritious pastures were supplanted by lower- 
grade grasses, some of them, such as spear-grass, actually harmful 
to their flocks. A severe financial recession between 1866 and 1870 
was the final blow which drove many pioneers to abandon their 
runs. Some, however, persevered with sheep in the western dis- 
tricts of Queensland. Others went over to beef cattle, which were 
better suited to the pastures and required less labor; but in the 
absence of a local consumer market profitability was questiona- 
ble. In the Northern Territory, too, drought and distance quashed 
all attempts at pastoral settlement. By 1872 almost the sole evi- 
dence of progress was the capital, the shanty-port of Darwin 
through which the Overland Telegraph line connected Australia 
with the rest of the world. 


Gold 


Cattlemen needed customers. The quickest way of attracting 
an influx of population was through a gold rush, and, unlike the 
earlier generation of pastoralists, the harassed northerners posi- 
tively encouraged the coming of prospectors. Between 1866 and 
1876 a number of substantial finds were made in Queensland and 
the Northern Territory. That in 1872 at Charters Towers, eighty 
miles from the Queensland coast, was to prove the most perma- 
nent, although it was temporarily overshadowed for a few years 
after 1873 by a dramatic rush to rich alluvial on the Palmer, in 
Cape York Peninsula. Except at Charters Towers, most of the 
North Australian gold rushes turned out to be “poor men’s fields,” 
in which the richest pockets of alluvial were gutted with no 
thought for future development. Reefing at depth proved largely 
unrewarding to those speculators prepared to risk the trouble and 
expense of freighting modern machinery to the northern gold- 
fields. As yields diminished, the alluvial deposits were abandoned 
to an influx of Chinese prospectors, most of them sent under 
indenture from Kwangtung Province. About twenty thousand 
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arrived between 1874 and 1877, and a further three thousand 
came as railway construction workers for the Northern Territory 
in 1887. Although in time some drifted to other jobs, particularly 
as cooks and market gardeners, they made little permanent im- 
pact on the social and economic growth of northern Australia. 
Most returned to China or died unmarried. The minority who 
settled as tradesmen in the northern ports, being not numerous 
enough to threaten white Australian ascendancy, were tolerated 
for their useful skills and were eventually integrated into their 
communities. 

Gold was North Australia’s most rewarding product in the last 
three decades of the nineteenth century. Official sources, which 
because of the extent of evasion of payments of gold duty are 
probably too low, estimate that slightly over 2 million ounces 
were won in the decade 1870-79, 1.75 million in 1880-89, and 
3.25 million in 1890-gg. The richest field was Charters Towers, 
which between 1872 and 1899 yielded 3.7 million ounces. It was 
the only major field where deep reefing aided by overseas capital 
yielded significant results. From 1886 to 1905 Charters Towers 
was the largest town in northern Australia. However, it never had 
a population of twenty-five thousand. Its output of gold at its 
peak year (1899) was valued at slightly under £1.25 million 
($U.S. 5 million). Gold brought amenities. Government-built 
railways penetrated west from Townsville to Hughenden (1887) 
and eventually to Cloncurry (1907), less than two hundred miles 
from the Northern Territory border, south from Normanton on 
the Gulf of Carpentaria to Croydon (1891) and inland from 
Darwin to Pine Creek (1889); but the two latter railways, al- 
though expensively constructed, served districts with a limited 
future in mining and little compensatory potential in farm or 
pastoral production. Another consequence of the mining boom 
was the development during the 1880's of several base metal 
fields in the north of Queensland, producing tin, copper, wolfram, 
and silver-lead. Low prices retarded their development until 
1896, and patchy returns and unskilful management checked 
progress even after that date, but these fields served to keep alive 
the hope of mining as the salvation of Australia’s North. 
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The Revival of Pastoral Farming 


Gold also helped to revive the cattle industry by providing a 
local market for beef. Overlanders from Queensland crossed the 
Northern Territory border in 1872. By 1885 their trails were 
strung as far west as the newly opened Kimberley district of 
northernmost Western Australia. Bad seasons, or falling prices, or 
pressure to subdivide were once more inciting the cattlemen to 
saddle up in quest of “better country further out,” overlanding 
their stock two thousand miles to lands where they might graze 
undisputed. By 1886 they had reached the limit of expansion; on 
the Fitzroy River in the Kimberley district the outermost of the 
cattlemen from the East met the farthest north of the Western 
Australian sheepmasters also pressing up into new country. Many 
pockets of land remained to be taken up and exploited, but the 
main outlines of northern Australian pastoral expansion were 
complete. 

By 1894 northern Australia pastured about 6 million cattle and 
fewer than 1 million sheep, the latter nearly all in the northwest 
of Queensland and the north of Western Australia. Neither cattle 
nor sheep thrived as well as had been expected. The climate and 
environment of the North were hard on man and beast, and 
aboriginal depredations had to be reckoned with in all the re- 
cently pioneered areas. The pastoralists also faced marketing 
problems. Wool prices fell steadily between 1886 and 1894, and 
recovery was delayed, at any rate in Queensland, by bad seasons 
culminating in the notorious drought of 1902. Three outlets had 
been tried for the cattle industry. From 1884 several attempts 
were made, chiefly from Darwin, to work up a trade shipping live 
cattle to Singapore and Java.’ But Northern pastoralists would 
not guarantee this trade a regular supply, preferring to sell locally 
at a low but definite price than to study the hazards of a foreign 
market which tended to find Australian beef too fat for Asian 


5. The scattered evidence for these attempts is best summarized in R. Duncan, 
The Northern Territory Pastoral Industry, 1863-1910 (Melbourne, 1967), pp. 
86-102. 
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palates. After 1890 a more promising cattle-shipping trade was 
developed to supply Perth and the rapidly developing goldfields 
of its hinterland. In 1890 also the first commercial freezing works 
in northern Australia were opened at Townsville, and the over- 
land trails were once more dotted with cattle camps as mobs of 
bullocks from the Northern Territory trekked east to the Queens- 
land railheads. The benefits of these new outlets were slow in 
coming, for in 1894-96 much of northern Australia was afflicted 
by an epidemic of tick fever (redwater) which visited the coastal 
grasslands with especial severity. This, and the subsequent 
Queensland drought, curbed the growth of cattle numbers, but 
led to better beef prices. The early years of the twentieth century 
saw a flush of mild prosperity among the northern cattlemen. 


Labor—Aborigines 


In part the cattle industry was profitable because of the availa- 
bility of cheap labor. Itinerant workers, swagmen, and others able 
to turn their hands to any type of work with stock, had long been 
a feature of the Australian bush. In the North they were increas- 
ingly supplemented by the use of aboriginal labor. For the his- 
tory of white-aboriginal relations was following a pattern 
throughout northern Australia. After a short period of good rela- 
tions—sometimes without even that—the aborigines, no longer 
masters of their traditional hunting grounds, would spear the 
pastoralists’ stock; and a cycle of reprisals, spearings, shootings, 
and mutual hostility would follow, exacerbated by trouble over 
aboriginal women and the white man’s conviction that the “infe- 
rior” race was doomed to make way for a higher civilization. 
Eventually the remnant of the local tribe would be persuaded to 
settle at a permanent camp near the pastoralist’s homestead and 
to enter into a kind of feudal relationship. In return for the young 
men’s employment as stockmen and horsebreakers, and the wom- 
en’s services in various domestic capacities, the pastoralist would 
undertake to feed, clothe, and provide elementary medical care 
for all their kinfolk. Although many pastoralists would have de- 
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nied that aboriginal labor was particularly cheap or efficient, the 
fact remains that its use very often made the difference between 
profit and loss in the accounts of outback properties. 


Pearling 


Aboriginal labor largely pioneered one of northern Australia’s 
more exotic industries: pearling. The first discoveries of pearl 
shell were made in the shallow seas off the small port of Cossack 
in Western Australia in 1868, only five years after the Northwest 
was settled. The aborigines, especially women, were soon found 
to be sharp-eyed skin divers, and by 1874 a fleet of eighty luggers 
provided a means of solvency to impecunious Northwest pastoral- 
ists and others. By that date the aborigines were being sup- 
planted by Malays, and with the discovery about 1886 of richer 
pearling grounds in deeper seas off Broome, farther to the north, 
the use of deep-sea divers wearing equipment with air lines be- 
came general. Many of the professional divers were Japanese, but 
Chinese, Indonesians, and Malays were also employed. Broome 
grew to be a town out of Somerset Maugham, with an aristocracy 
of European pearling masters and a working population in 1912 
of over three thousand of the most racially assorted individuals in 
Australia, producing pearls and pearl shell valued at £300,000 
($U.S. 1.2 million). Their presence was tacitly condoned even at 
a time when Australian governments in general opposed all non- 
European immigration. 

Broome’s only competitor in Australia was Thursday Island, off 
Cape York in Torres Strait, whose yield from pearling came in 
good seasons to £100,000 ($U.S. 400,000). Here again the origi- 
nal inhabitants (who were not of the same race as the Australian 
aborigines but were related to some of the peoples of New 
Guinea) were mingled with a very wide variety of Europeans 
and Asians. Even before the rise of pearling, another and very 
much less glamorous quest had brought Asian seafarers to the 
shores of northern Australia. The trepang, a sea slug which pro- 
duces the Chinese delicacy known as béche-de-mer, was the first 
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Australian produce ever to attract visitors from overseas: Indone- 
sians were fishing for it in North Australian waters at least two 
centuries before European settlement. After lapsing for a time in 
the nineteenth century the trade was revived off the northern 
coast in about 1870. “A dirty trade, but lucrative,” it was manned 
by European skippers and Asian crews who were often disreputa- 
ble. In a good year, as in the late 1880's, the total catch off North 
Australian waters may have been valued at between £25,000 and 
£ 30,000; but it was essentially a marginal industry. 

One other consideration encouraged Asians to come to north- 
ern Australia. Nearly all observers believed the aborigines incapa- 
ble of learning the simple mechanical tasks of tropical agriculture, 
and since white men were thought physically unequal to field- 
work in temperatures over 75° it followed that any crops and 
plantations founded in northern Australia would need to look 
overseas for their manpower.® This did not deter investors from 
dabbling in tropical agriculture from the earliest years of north- 
ern settlement. Cotton was the first crop to stimulate interest. The 
first township in the Australian tropics had been founded in 1861 
on the very day that the American Civil War began, and it was 
natural that Queensland speculators should seek to supplant the 
Confederate States as Lancashire’s source of raw cotton. The 
Queensland government, anxious to diversify its economy, was 
prepared to tolerate the introduction of indentured coolie labor; 
and when Chinese and Indians proved unobtainable, an enter- 
prising investor sent a recruiting ship in 1863 to Tanne in the 
New Hebrides. 


Pacific Islands Labor 


This initiated Queensland’s traffic in Pacific Island labor. At 
first the Pacific Islanders were used mainly as shepherds or as 
workers in the cotton fields. By the 1870's there was little work for 
them in either capacity. Shepherding, on those properties which 


6. Even after gold-miners and pastoralists had successfully established them- 
selves in northern Australia, this belief was sedulously propagated. See, for 
instance, A. W. Stirling, The Never Never Land: A Ride through Northern Queens- 
land (London, 1884). 
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had not gone over to cattle, was being replaced by the use of 
fenced paddocks; and the Queensland cotton industry collapsed 
a few years after the end of the Civil War and the resumption of 
normal American shipments to Britain. By this time, however, an 
increasing number of Pacific Islanders were being recruited for 
the cultivation of sugar cane. After experimental beginnings in 
1862, the sugar industry at first established itself in subtropical 
Queensland and New South Wales, with Mackay and the Herbert 
River the only points north of Capricorn at which sugar was 
grown. After a slight recession caused by cold seasons and pests 
in 1874-75, the industry’s center shifted north. Between 1877 and 
1883 Mackay reached a pre-eminence as Australia’s leading sugar- 
growing district and maintained this position for decades. Far- 
ther north, along the Queensland coast as far as Cooktown, and 
over in the Northern Territory on the Daly River near Darwin, a 
great demand for sugar lands resulted in a speculative boom, 
with a heavy investment of Melbourne and British capital in 
plantations. 

The boom rested on somewhat shaky foundations. True, the 
acreage under cane in northern Australia increased satisfyingly 
from 4,605 in 1877 to a peak of nearly 40,000 in 1885.’ Production 
grew to 36,000 tons, and from 1874 Queensland sugar was ex- 
ported to the other Australian colonies and even took a prize at 
the 1878 Paris Exhibition. But the characteristic form of sugar 
cultivation was the plantation, where the grower was also his own 
miller. As the technology of sugar-milling became more and more 
advanced, the capital investment required for machinery in- 
creased, and millers needed to draw on larger supplies of cane for 
economic working. Large and heavily capitalized plantations 
needed an increasing supply of hands. Most plantations in 1876 
employed Pacific Islanders; by 1883 one firm had over four 
hundred. As demand increased, so did the problem of controlling 
the recruitment of Pacific Islanders by “blackbirding” ships. Leg- 
islation of 1868 protected the islanders, while in Queensland, by 
providing for a three-year term of indenture with adequate provi- 


7. Northern Australia for this purpose includes the Northern Territory and the 
Mackay, Townsville, Cordwell, Cairns, and Cook districts of Queensland. No sugar 
cane was grown in Western Australia at that time. 
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sion of diet and an adequate pay at £6 a year; but government 
action was less effective in controlling the “blackbirders.” Even 
after government agents were appointed to travel with all recruit- 
ing ships, frauds and abuses still continued. The New Hebrides 
proving unable to meet the growing demand for manpower, re- 
cruiters turned to the Solomons and the Louisiades, whose inhab- 
itants were less tractable and less accustomed to fieldwork. The 
abduction of ignorant or reluctant Pacific Islanders increased, and 
there was often a certain amount of rough play. Humanitarians 
began to take alarm. 

Equal disquiet was felt by Australian working-class spokesmen, 
who feared a threat to their living standards from this influx of 
Pacific Islanders, even though their employment was confined to 
the canefields. By 1883, when the annual intake of Pacific Island- 
ers had increased to a peak of over 5,000 (from 1,000 in 1873), 
sugar-growers were complaining that even these numbers were 
inadequate, and some plantations began to introduce Chinese, 
Japanese, Javanese, Malay, and Tamil workers under indenture. 
In that year, however, a change of government occurred in 
Queensland. The new premier, S. W. Griffith, having exposed 
several of the worst scandals in recruiting Pacific Islanders, legis- 
lated in 1885 to prevent their importation after the end of 1890 
and to provide for their repatriation by the end of 1893. His aim 
was to take advantage of a tendency which was beginning to 
appear in the sugar industry, to separate the milling from the 
growing process. It was his hope that the plantations would be 
broken up among smallholders who would use their own families 
as labor and would sell their cane to a central mill operating 
either under private enterprise or as a growers co-operative 
backed in its early years by a government loan. 


Economic Difficulties 


Griffith’s plans foundered on economics. World sugar prices 
entered a twenty-year trough after 1883 as a result of competition 
from the subsidized sugar beet industries of Europe. Uncertainty 
about their future labor supply prevented many heavily capital- 
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ized plantations from obtaining further credit to tide them over 
the lean period. In the Northern Territory and in some marginal 
areas of North Queensland the sugar industry went completely 
out of existence. Elsewhere, the big planters and the growing 
number of smallholders combined in insisting that it was impossi- 
ble for sugar-growing to survive without cheap non-European 
labor. Griffith withstood this pressure for several years, attempt- 
ing in 1890-91 to sponsor the introduction of Italian immigrants 
who might work as laborers for the cane-growers while saving 
enough to set up as independent farmers. But like all other Euro- 
peans in Australia, the Italians could see more attractive ways of 
earning money in the towns and the mining industry. After this 
failure, Griffith saw no alternative but to reverse his policy and to 
permit the recruitment of Pacific Islanders but under stricter 
controls. 

The recession in sugar after 1884 prompted diversification. In 
the Northern Territory, although many experimental crops grew 
successfully in the Darwin Botanic Gardens, virtually no attempt 
was made to establish commercial agriculture.* In North Queens- 
land during the eighties and nineties Chinese co-operatives grew 
substantial quantities of maize, rice, and bananas. The maize was 
marketed locally, but the other crops met with freighting dif_- 
culties and were given little encouragement by the authorities. As 
a result they gradually declined in the early years of the twen- 
tieth century. From 1890 several European growers went in for 
coffee plantations, again with some initial success. Like the sugar 
industry, however, coffee-growing depended for its survival on 
cheap labor, without which it could not compete with low-cost 
competition from the peasant economies of Asia and Latin Amer- 
ica. 


The White Australia Policy 


Here was the rub. In the 1890's the Australian colonies were 
moving toward federation under the impulse of a liberal-radical 


8. F. H. Bauer, Historical Geography of White Settlement in Part of Northern 
Australia, Part 2: The Katherine-Darwin Region (Canberra, 1964), p. 103. The 
Cen however, there as elsewhere in Australia established market gardens for 
vegetables. 
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nationalism which extended well beyond the newly established 
labor party; and one of the tenets of this nationalism was “Aus- 
tralia for the White Man.” In 1888 the colonial premiers had 
agreed in severely restricting Chinese immigration, and in 1901, 
when the federal Parliament met for the first time, the White 
Australia policy stood high on its agenda. In its first session 
immigrants were made liable to a dictation test, which effectively 
debarred all non-Europeans. At the same time provision was 
made to import no further Pacific Islanders after the beginning of 
1904, and to provide for the repatriation of all but a few in 1907. 
This legislation caused particular concern in North Queensland, 
where the number of Pacific Islanders in employment had never 
stood higher, and where the subdivision of plantations into small- 
holdings had done nothing to lessen the industry’s dependence on 
cheap labor. (In subtropical Queensland and New South Wales 
the position was less serious, because since the depression of the 
1890's growers had been able to obtain a considerable amount of 
white labor. ) 

However, generous compensation was provided: a tariff was 
imposed on foreign-grown sugar, and the excise levied on Austra- 
lian sugar was largely rebated if the grower and miller could 
certify that no non-European labor had been used in its produc- 
tion. With such protection, the North Queensland sugar-growers 
weathered the transition successfully. Indeed, production in the 
Queensland tropics increased from 91,828 tons of sugar in 1903 to 
307,714 in 1917. This growth was largely due to the tariff and 
bounty. The coffee-growers, lacking the protection of large capi- 
tal investment, were sacrificed to the city consumer and importer. 
They received no significant federal assistance, and after 1913 the 
industry declined rapidly in the face of overseas competition. It 
was plain that no tropical agriculture could succeed in northern 
Australia without either a direct subsidy or one concealed in the 
form of a tariff. This was the only way of preserving standard 
Australian living and working conditions in the tropics, and at the 
same time insulating the home market from produce grown by 
peasant economies in other parts of the world. 

Once the sugar industry was no longer stigmatized as “black 
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man’s work,” cane-cutters and millworkers were readily recruited 
from white laborers hopeful of establishing themselves soon as 
farmers. Many of these newcomers were ex-miners from Charters 
Towers and other northern goldfields. After 1907, when 359,000 
ounces of gold were won in northern Australia, yields declined 
catastrophically, and by 1920 there was no significant gold-min- 
ing anywhere in northern Australia. The base metal fields of 
North Queensland, after a short-lived boom in the first decade of 
the century, were also becoming derelict. Many of the ghost 
towns of the mining interior were pillaged for their building 
materials, and whole houses, halls, and printing presses were 
railed to the thriving sugar communities on the coast. Elsewhere 
in northern Australia mining was also in decay. The Kimberley 
and Pilbara fields of Western Australia, discovered in the late 
1880's, and overshadowed almost at once by richer discoveries 
elsewhere in that state, were by 1915 producing only a few thou- 
sand ounces each year. In the Northern Territory the Tanami 
rush of 1910 was short-lived. It looked as if mining was played 
out in northern Australia. The future seemed to lie with the 
encouragement of agriculture. 


Commonwealth Administration 


This hope was well to the fore in the federal government’s 
intentions when it agreed to take over the administration of the 
Northern Territory as from January 1, 1911. The first Common- 
wealth administrator, Dr. J. A. Gilruth, was an energetic professor 
of veterinary science from the University of Melbourne. His pro- 
gram included the establishment of a number of experimental 
farms, the settlement of a number of agricultural selectors in the 
Daly River area, and the encouragement of dairying and sheep- 
raising. But obstacles multiplied: “the wet season was late, floods 
washed out crops, dingoes took sheep, and insects and vermin 
bothered both crops and livestock. The amazing thing is that no 
one seemed to realise that these were the normal hazards to 
agriculture and stock raising which every settler would have to 
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face.”” Peanuts were the only crop to thrive on the Daly River, 
and even these showed little profit because of marketing diffi- 
culties. The situation was exacerbated by freight shortages and 
high labor costs during the First World War. By the end of the 
war, in 1918, the Commonwealth’s hopes for the Northern Terri- 
tory were crumbling. 

Nor could the territory find its salvation in the pastoral indus- 
try. The profitable years after 1900 tempted many owners, both in 
the territory and in the north of Western Australia, to move to the 
temperate South, continuing to draw their profits from properties 
whose day-to-day running they no longer personally supervised. 
Northern tradition tends to suggest that the absentee-owned 
properties were worse neglected than owner-managed places. 
The evidence for this is quite inconclusive, but it was in those 
years that erosion because of overgrazing was first noted on sey- 
eral northern river frontages. At the time this caused little anxi- 
ety. Marketing still seemed the most important problem. There 
was no meatworks on the northern coast of Australia anywhere 
along the two thousand miles between Perth and Townsville, and 
governments had for some years been under mild pressure to 
make good this want. But since there were many demands on the 
public purse, the politicians preferred to await the coming of 
private capital. Hopes brightened when several overseas investors 
bought extensively in northern Australian cattle stations, notably 
Bovril Australian Estates (whose investments dated from 1909) 
and Vesteys (1913). The port of Wyndham, close to the Northern 
Territory border of Western Australia was the logical place for a 
meatworks. Bovril investigated the prospects, but was discour- 
aged by the advent in 1911 of a Western Australian Labor goy- 
ernment with a strong preference for state enterprise. Vesteys, 
also deterred by this example and wooed by the Commonwealth, 
agreed in 1914 to erect a freezing works at Darwin. Removed 
from the best cattle-growing areas by 250 miles of inferior, tick- 
infected country, the site was poorly chosen, and the project was 
further hampered by wartime freight costs and shortages of mate- 
rial. Although Vesteys’ works at Darwin operated for three sea- 

g. Ibid., p. 208. 
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sons (1917-19), they were not a paying proposition and were 
closed in 1920, never to reopen. 

Labor was one of Vesteys’ major headaches. Throughout north- 
ern Australia the trade union movement behaved with great mili- 
tancy during and just after World War I. Inexperienced and 
unsuitable labor was brought into the North to compensate for 
wartime enlistments, and strikes and violence were frequent, 
often for the most trivial of causes. In Darwin the administrator, 
Gilruth, feuded bitterly with the unions until recalled early in 
1919; a few months later his successor, together with the local 
judge and a number of other officials, were forcibly deported 
from Darwin by the unions. Despite conciliatory measures, such 
as the admission of a representative for the Northern Territory to 
the federal Parliament, morale did not improve, and by the 
twenties the Northern Territory was again dependent almost 
solely on its pastoral industry. The closing of Vesteys was to some 
extent offset by the Western Australian government's erection of 
a meatworks at Wyndham in 1919. But throughout the North the 
beef cattle industry was hit by a calamitous drop in export prices 
in 1921, and owing to competition from the chilled beef trade of 
North America and Argentina, Australian cattle prices remained 
low for the next twenty years. Most of North Australia’s staples 
were equally depressed. Nearly all the established mining fields 
were worked out, and pearling never entirely recovered from the 
reduced circumstances of Europe’s aristocracy after World War I 
and the rising competition of cultured pearls. Except for the 
sheep grazing on the arid pastures of northern Queensland and 
Western Australia, most of Australia’s North was little more than 
a vast ranch for sparse herds of beef Shorthorns battling for a 
living on unfenced and underimproved properties with dismay- 
ing overdrafts. 


The Queensland East Coast 


To this dispiriting picture the east coast of Queensland pro- 
vided an apparent exception between 1920 and 1930. On the 
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Atherton Tableland, behind Cairns, there was a soundly based 
dairying industry, as well as farms growing maize, peanuts, and 
(less successfully) tobacco by irrigation. This, indeed, was a 
unique patch of temperate upland, settled by white men after 
1900 only when much of its original heavy timber had been 
cleared by Chinese; it was at all times a somewhat freakish excep- 
tion to the general pattern of northern development. Sugar was 
the mainstay of tropical agriculture. Production was steadily im- 
proving as more mills were erected. By 1923, when the Common- 
wealth authorities handed over to the state government of 
Queensland power to control sugar marketing, the price had risen 
to £30 a ton and Australia had a surplus of sugar for export. 
These conditions attracted a considerable number of Italian im- 
migrants anxious to work as cane-cutters until through family 
partnership they could purchase their own farms. However, even 
after Mussolini's government restricted emigration in 1925, the 
Italians were the objects of some suspicion in Queensland, for 
their eagerness to improve themselves by working long hours in 
trying conditions often infringed the complex and hardly won 
awards under which the trade unions worked. The Italians be- 
came the targets of some of the racial prejudice directed by an 
earlier generation against the Pacific Islanders and Chinese.* 
Gradually, however, the Italians came to be an accepted ele- 
ment in the Queensland community, partly because they showed 
very little inclination to act as a religious or national pressure 
group. With the limitations on emigration from Italy, however, 
and the satiation of the domestic market, the sugar industry's 
growth prospects were restricted. Australian sugar, with its high 
labor costs, could not be sold overseas competitively, and when 
world sugar prices declined to £6 a ton during the 1929-33 
depression, it became necessary to impose limitations on the 
acreage of cane cultivated. In these circumstances, discontent 
flourished in the ports of North Queensland. During the thirties 


10. The comparative handful of Australian-born Chinese were by now com- 
letely assimilated in most North Australian communities, often as respected local 
Pacino 
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and forties the Australian Communist party revealed considera- 
ble voting strength in this area and managed between 1944 and 
1950 to hold one northern seat in the Legislative Assembly—the 
only seat in a state or federal legislature ever to go to a Commu- 
nist. This success was due largely to personal factors, but it 
revealed a local militant radicalism which throve on the apparent 
neglect of Australia’s North. 


Political Concern for the North 


Not that politicians sounded unconcerned about the North. 
Some were attracted by what a contemporary critic called “the 
myth of open spaces”; others, growing aware of expansionist 
tendencies in Japan, feared for Australia’s security. Between the 
two world wars numerous commissions of inquiry analyzed the 
difficulties of northern Australia, but money for corrective action 
was seldom available. In Western Australia and the Northern 
Territory experiments were made in administrative change. Be- 
tween 1921 and 1926 Western Australia placed its Northwest 
under a resident commissioner, an experienced engineer under 
whom attempts were made to establish cotton-growing; but isola- 
tion killed the industry, and a change of state government 
brought his job to an end. The new ministry tried to interest the 
Commonwealth in assuming responsibility for part or all of the 
Northwest, which in the long run might have made for better 
planned administration; but negotiations were tepid and eventu- 
ally petered out. The Commonwealth for its part moved in 1927 
to divide the Northern Territory at 20°S. into two separately ad- 
ministered territories, but this experiment was abandoned for 
reasons of economy in 1931. 

The Queensland government, in which northerners were an 
influential element, made a number of ineffectual attempts to 
diversify industry. In the twenties its main achievement was the 
completion of the thousand-mile Cairns-Brisbane railway to link 
tropical Queensland with the main Australian networks. But as 
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passengers and freight from North Queensland to Western Aus- 
tralia still faced a seven-day journey and five breaks of railway 
gauge, the advantages of this may have been more psychological 
than real. 

Much faith was still pinned on mining. The government's 
achievements in this sector of the North Queensland economy 
amounted to little more than two state-owned collieries, neither 
outstanding for management, labor relations, or quality of prod- 
uce, a scheme for an ironworks abandoned for want of capital, 
and the purchase of some decayed silver-lead mines at Mungana 
in circumstances which led to a major political scandal. The most 
significant development in mining during the twenties owed 
nothing to government action. This was the discovery in 1923 of 
immense deposits of silver-lead and copper at Mount Isa in the 
Cloncurry district of Western Queensland. Unlike previous base 
metal fields in tropical Australia, Mount Isa passed very quickly 
from being the preserve of small prospectors to exploitation by a 
large company with adequate reserves of capital. This company, 
Mount Isa Mines Limited, was from 1930 partly, and from 1933 
effectively, under the control of the American Smelting and Re- 
fining Company, and was thus able to command reserves of over- 
seas capital which enabled Mount Isa to survive a long period of 
unrewarding developmental work and low prices. Mount Isa be- 
came the first “company town” in northern Australia, a commu- 
nity whose inexpensive housing, water, electricity, hospital, social 
club, and other amenities were all planned and provided by the 
company which was the town’s chief employer. Mount Isa was a 
portent of the future. It pointed the moral that an effective min- 
ing industry in tropical Australia could best be established by 
large-scale capital operated by a unified management which 
could not only work its mines with skills and equipment of inter- 
national standard, but also extend its investment to the provision 
of human amenities. However, Mount Isa, launched at one of the 
few times between 1920 and 1939 when base metal prices were 
high enough to attract overseas investment, remained for over a 
quarter of a century unique in northern Australia.” 


11. G. Blainey, Mines in the Spinifex (Sydney, 1960). 
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The Ending of Isolation 


The question of amenities entered increasingly into discussions 
on developing the northern inland. Many of the older generation 
of white Australian stockmen and bush workers had enlisted 
during World War I with the Light Horse and other Anzac units. 
Their number was diminishing yearly. Because of the depressed 
state of the pastoral industry, many northern properties operated 
mainly on aboriginal labor. But the general depression of the 
early thirties drove a number of men seeking work to northern 
Australia, and also brought a scattering of younger and better- 
educated managers to northern cattle and sheep stations. Instead 
of the bachelor existence of their predecessors, these men looked 
for amenities which might make family life supportable in a land 
afflicted for months at a time with heat, dust, and flies. One 
important change was the conquest of isolation. When bullock 
and mule teams provided freighting, and horseback was the fast- 
est means of travel, schooling and proper medical care had been 
too remote from the women and children of the outback. From 
1921, however, a number of small airlines, heroically improvised 
by veterans of World War I, took to the northern skies. The most 
successful of these, Qantas, eventually developed into Australia’s 
major overseas airline. In their formative years these airlines not 
only acted as carriers and mailmen for the outback, but also 
provided the inspiration for the Flying Doctor service initiated in 
1927 at Cloncurry through the work of a Presbyterian missionary, 
John Flynn. Flynn sponsored the invention by an Adelaide elec- 
trician, Alfred Traeger, of a cheap two-way wireless operated by 
pedal, through which remote mining camps and homesteads 
could communicate with a doctor and pilot at a central base. So, 
aviation took some of the risks out of pioneering, and motor 
transport, wireless, and refrigeration gradually appeared to ease 
the lot of families in tropical Australia. 

It took the Second World War finally to reduce the isolation of 
tropical Australia. With Japan’s entry into the war in December, 
1941, the North at last faced a real threat of invasion. Refugees 
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arrived from Malaya and Indonesia, air attacks did extensive 
damage in Darwin and Broome, and official plans were made to 
abandon northern Australia in the event of an invasion. After the 
Battle of the Coral Sea a building up of American and Australian 
forces brought more men into the North Australian inland than 
were there before or since. More Australians were able to appre- 
ciate the North and its problems at first hand, and this reinforced 
the quickening interest of federal and state governments. In the 
uninterrupted prosperity of the two decades since 1945, northern 
development has become at least in principle an article of faith in 
Australian politics. The federal government, effectively controller 
of Australian economic development since the centralizing meas- 
ures of World War II, has been under consistent pressure to 
intervene more vigorously in the North. Because of world com- 
modity shortages since the war, there has been for twenty years a 
high but fluctuating overseas demand for every major product of 
tropical Australia. Optimism about the feasibility of northern 
development has swelled as a result, so that private and public 
investment has been attracted on an unprecedented scale. Never- 
theless, northern Australia is still essentially a quarry of raw 
materials for overseas markets, and its economic health is vulnera- 
ble to the shifting demands of these markets. In facing competi- 
tion from other exporters, northern Australia’s greatest handicap 
still tends to be the high cost of labor and transport; but to some 
extent this has been offset during the past twenty years by Aus- 
tralia’s reputation for political and economic stability, which 
gives it some preference with investors and customers. 

The pastoral industry, although still responsible for over 40 per 
cent of the rural output of tropical Australia, has not grown 
strongly since the war. Beef cattle numbers have risen from 3.5 
million in 1945 to 4.3 million in 1963—less than comparable 
growth in the rest of Australia over the same period—but sheep 
have decreased in the same time from g million to 7.2 million. The 
pastoralists have to contend with a legacy of neglect from the 
poor years between 1920 and 1940. Especially in Western Aus- 
tralia and the Northern Territory they have had to face the cost of 
introducing long-delayed improvements. Fencing and artificial 
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watering points had to be provided. New breeds of cattle, such as 
the Brahman and Santa Gertrudis, were introduced, giving rise to 
extensive debate about the merits of these hardy exotics in com- 
parison with the traditional Shorthorns and Herefords. Good 
labor was increasingly hard to come by because of the counter- 
attractions of urban life. Aboriginal labor was no longer so cheap. 
In 1946 aborigines in the Pilbara district, dissatisfied with nomi- 
nal wages, left the employment of sheep stations to set up their 
own co-operative wolfram mining settlement, and although their 
experiment suffered many disappointments, they remained inde- 
pendent and self-supporting. This example was not widely imi- 
tated, but during the next two decades aborigines in northern 
Australia grew more critical of wages and conditions. By 1967 the 
aborigines in much of northern Australia had been conceded most 
of the rights of full citizenship, including the right to vote, the 
right to drink alcohol, and the right to expect coverage by awards 
allowing them the full basic wage of the Australian workingman. 
Pastoralists complained that they were expected to carry the full 
burden of improving the aborigines’ lot and foresaw a considera- 
ble reduction in their use of aboriginal labor, but the problem of 
change did not appear insurmountable. 

The long-standing problems of marketing were gradually met. 
Wool prices, although failing to maintain the lucrative heights of 
the Korean War boom of 1950-51, held adequately despite grow- 
ing competition from synthetics. The frozen beef of northern 
Australia, no longer despised by meat-hungry Britons after 1945, 
benefited from a fifteen-year meat agreement signed by the Aus- 
tralian and British governments in 1950, which guaranteed mini- 
mum prices for the Australian exporter. This agreement, although 
originally beneficial to cattlemen of northern Australia, provoked 
some grumbling in 1959 when a more lucrative market for ham- 
burger beef opened up in the United States; however, exporters 
were able to take advantage of both markets in addition to 
supplying some of the requirements of Australia’s cities. Mean- 
while, it became easier to get the cattle to market in good condi- 
tion. In 1949 pastoralists in the Kimberley district of Western 
Australia set up the air beef scheme, under which cattle were 
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killed at an inland abbatoir and freighted by air to a coastal 
meatworks. This process did away with the traditional method of 
droving the cattle on foot to the ports, a journey that often took 
several weeks and reduced the condition of the stock. To critics 
who pointed to the greater cost of air freight, the advocates of air 
beef replied that aviation was cheaper than the capital costs of 
building roads or railways, and they hopefully predicted the 
spread of air beef throughout tropical Australia. But air beef 
failed to grow beyond an annual turnoff of five thousand cattle 
from the original scheme. Instead, the federal government agreed 
to subsidize the construction of all-weather beef roads throughout 
northern Australia. These could be used not only for trucking 
cattle to market but for the benefit of other industries, including 
tourists. By 1963 air beef and traditional droving yielded to the 
use of refrigerated trucks. Stimulated by better transport and 
high prices, meatworks were established between 1960 and 1964 
at Darwin, Katherine, and Derby. These improvements generated 
confidence. From 1950 the cattle country of northern Australia 
saw a further influx of large-scale capitalist ownership, perhaps 
partly attracted by the liberal taxation concessions to northern 
investors. At first the biggest investors represented Sydney and 
Melbourne capital; after 1960 the newcomers included interests 
from Southeast Asia and the United States. This increase in ab- 
sentee ownership led to some criticism by those who remem- 
bered the unenterprising record of British-based absentees; but it 
was hoped that the newcomers would introduce improved man- 
agement and marketing, and perhaps pioneer the large-scale use 
of irrigated pastures. It is as yet too early to assess their achieve- 
ment. 


The Mining Boom 


A more spectacular inflow of overseas capital was achieved by 
the exploitation of minerals whose strategic value has been recog- 
nized since World War II. The first boom was in uranium, which 
appealed particularly to the small prospectors who required only 
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a Geiger counter and good fortune to find a rewarding claim. The 
major developments, at Rum Jungle in the Northern Territory 
(1952) and Mary Kathleen in northwestern Queensland (1954), 
of course incurred major investment by large overseas mining 
corporations, with the provision of facilities on the lines pi- 
oneered by Mount Isa. Declining uranium prices limited growth 
after 1960, and in 1963 Mary Kathleen was shut down indefinitely 
after a life of only nine years—a disturbing portent for mineral 
development. Nevertheless, other minerals were sought and de- 
veloped vigorously. Northern Australia was thought to hold the 
greatest promise for Australian oil prospecting, and in 1953 the 
first oil strike ever made in Australia, at Rough Range in the north 
of Western Australia, stirred an excitement in city stock ex- 
changes rarely felt since the gold rushes. Subsequently Rough 
Range proved a duffer, and although deposits were later found in 
subtropical Australia, it was not unil 1966 that a commercial oil 
field was proclaimed in the North. This was at Barrow Island, also 
in Western Australia, where despite problems of access it is 
hoped by 1969 to produce twenty thousand barrels a day, almost 
enough for the state of Western Australia. 

Despite this hopeful beginning, Australia was still a long way 
from self-sufficiency in oil. But northern Australia met a demand 
for an unprecedented variety of minerals: asbestos, manganese, 
tin, chromite, bauxite, and iron ore. Because world prices were 
high, the production of these minerals went ahead dramatically 
after 1945. Bauxite and iron ore succeeded in attracting the great- 
est amount of overseas investment. Coastal bauxite deposits were 
developed at Weipa, on the Cape York Peninsula of Queensland 
Gove, in the Northern Territory, with between them estimated 
reserves of 1.7 billion tons. 

Exploration for iron ore was discouraged by a federal govern- 
ment ban on exports between 1938 and 1960 in order to conserve 
what were believed to be limited resources. Only the deposits at 
Yampi Sound in the north of Western Australia were quarried 
from 1951 for local use. On the lifting of the embargo in Decem- 
ber, 1960, extremely large deposits (now estimated at 15 billion 
tons) were almost immediately announced in the Pilbara district 
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of Western Australia, placing Australia fifth among the world’s 
holders of iron reserves. Four companies, all with a substantial 
American shareholding, committed themselves to an initial devel- 
opment expenditure of $A. 686 million. Each of these combines 
—at Mount Goldsworthy, Mount Tom Price, Mount Newman, 
and Mount Enid—committed itself to the construction of a min- 
ing town and a standard-gauge railway to the coast and the 
provision of deep-water port facilities. In intrusting these works 
to the companies, the state government of Western Australia 
abandoned the Australian custom of undertaking such works with 
public finance, on the grounds that its resources were fully com- 
mitted elsewhere.” In return, the companies were authorized to 
negotiate contracts for marketing their iron ore, especially in 
Japan, for longer terms and lower prices than had previously been 
thought permissible. Western Australia expected that the benefits 
accruing to the state from royalties and capital expenditure 
would silence any criticisms about cheap disposal of Australian 
resources. The Commonwealth disagreed and in 1966 insisted on 
the imposition of a minimum price for iron pellets. Eighteen 
months later, this restriction was removed, probably because it 
was considered unwise to drive a hard bargain at a time when 
world iron ore supplies were on the increase and Australian iron 
had to compete, despite advantages in freight, with other produc- 
ers such as India, Bolivia, and Brazil. 

Apart from the uncertainty involved in all export prices for 
minerals, there are other vulnerable aspects of northern Austra- 
lia’s mineral development. Some politicians argue that in their 
eagerness to attract investment the state governments have con- 
tented themselves with inadequate royalties. More immediately 
important is the labor problem. In a hot climate, where the ne- 
cessities of life cost more because of high freights and where 
urban amenities can never be entirely provided, poor labor rela- 
tions may have a crippling effect on production. Mount Isa was 
hard hit by a bitter strike during the summer of 1964-65. The 
closure of the asbestos industry at Wittenoom in Western Aus- 
tralia in 1966, partly because of labor difficulties, underlined the 

12. See F. Alexander, Australia Since Federation (Melbourne, 1967), chap. vii. 
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hazardous outlook for one-industry towns in tropical Australia. 
These experiences did little to disturb Australian confidence in 
mineral development, and certainly northern Australia benefited 
from the provision of transport, harbor, and other facilities which 
no other industry could have attracted so quickly. 

Mining provided the basis on which other industries hoped to 
grow, but dependence on the vagaries of export markets also 
influenced the chance for agriculture in the tropics. Even the 
well-established North Queensland sugar industry, whose pro- 
duction grew from 522,000 tons in 1944 to 1,556,000 tons in 1964, 
was not cushioned against fluctuations in world sugar markets 
such as that which followed the breakdown of Cuban supplies in 
1963, when prices on the free market rose from $A. 74 to a peak of 
$A. 262 before dropping to $A. 42-$A. 52 a ton at London. 
Australian sugar cane is high-yielding, and less than half the total 
crop in an average year is required for the home market; the 
remainder makes up about 6 per cent of the world’s international 
trade in sugar. But since export prices have exceeded home 
consumption prices in only seven of the forty-two years since 
exports began, a subsidy is usually needed. Sugar, then, is no 
longer the key to great agricultural expansion in tropical Aus- 
tralia. It is, moreover, already working close to the maximum 
efficiency compatible with the present system of small-farming. 
Yields might increase to some extent if the industry reverted to 
the plantation system, with mechanization taking the place of the 
Pacific Islanders of the last century. However, this would be quite 
incompatible with the traditional policy of encouraging a settled 
resident population in northern Australia. 

Any new crop projected for northern Australia that lacks the 
established foundations of the Queensland sugar industry must 
confront these problems of marketing. Can it be produced 
cheaper elsewhere in Australia? Can it be imported cheaper from 
abroad? Can it be exported without continual subsidies? Grain 
sorghum is the object of great hope among private investors in the 
Northern Territory, but plans for its extensive development are 
still at the blueprint stage. Rice has been produced experimen- 
tally by private investors in the Kimberley district of Western 
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Australia and the Northern Territory since 1949, but except for 
the side benefits of providing irrigated fodder for stock, success 
has been at best limited, and commercial production has yet to 
come. But on the Murrumbidgee, seven hundred miles south of 
the Tropics in New South Wales, irrigated rice-farming provided 
Australia with a considerable export surplus to New Guinea and 
the Pacific Islands. The case for rice-growing in northern Aus- 
tralia remains unproven. Tea has been grown and mechanically 
harvested in North Queensland, and may be encouraged even 
though its commercial development would affect the interests of 
importers from Ceylon and India and would also deprive those 
needy nations of a market by which they might fairly hope to 
better their economies. (Australians on the whole ignore alto- 
gether the competitive impact that subsidized agriculture in 
northern Australia might have on their neighbors in South and 
East Asia. ) 

In the last twenty years only one new crop has shown any sign 
of establishing itself in any part of tropical Australia away from 
the sugar coast of Queensland, and that is cotton in the controver- 
sial project on the Ord River in Western Australia. Considered 
solely on engineering grounds, no river in northern Australia can 
be more effectively dammed for irrigation than the Ord, although 
the denudation of its catchment area by pastoral overstocking in 
the past may produce problems of silting. The main question 
about the Ord has been finding a payable crop for irrigation. 
Since attention was drawn to the Ord’s potential in 1941, a num- 
ber of crops have been successfully grown under research con- 
ditions, especially sugar, rice, safflower, and cotton. In 1963 a 
diversion dam capable of irrigating 30,000 acres was completed, 
and five pilot farms were allocated for cotton-growing. By 1966 
the number had increased to thirty-one. These thirty-one farms 
were the focus of the greatest controversy in northern Australia. 
On the basis of their performance the state government of West- 
ern Australia pressed for a federal grant of $A. 65 million to build 
a larger dam, which could irrigate a total of 175,000 acres and 
support a population of 9,500 by cotton-growing, sorghum and 
safflower cultivation, and ancillary developments. Advocates of 
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this scheme urged that no other region in Australia could supply 
the continent’s cotton needs so reliably and inexpensively. They 
declared that already in 1966 one-third of the pioneer growers 
were able to market cotton profitably without the Commonwealth 
subsidy given to encourage the industry. By attracting closer set- 
tlement and other industries, the facilities provided for the Ord 
scheme would enable at least one region of northern Australia to 
progress beyond the “poor relation” stage. Critics point out, on 
the other hand, that cotton might be grown cheaper elsewhere in 
Australia, that the expenditure proposed for the Ord scheme 
might give greater returns if invested in rural industry elsewhere 
in Australia, and that even at its maximum the Ord scheme would 
do less to populate the North than one mining field such as Mount 
Isa. The main debate hinges on the profitability of the cotton 
crops so far harvested, and here economists have disagreed.” 
Hence, despite repeated applications from Western Australia, the 
federal government has not seen fit to finance the second stage of 
the Ord scheme. This has generated considerable political acri- 
mony between state and Commonwealth, just as in 1959 the 
federal government's refusal to back the modernization of the 
Townsville—Mount Isa railway caused antagonism in Queensland. 
Despite the creation of a federal Department of Northern Devel- 
opment, the Commonwealth is often accused of being lukewarm 
on the subject; but it may not be too cynical to suggest that the 
states push northern development partly because this has a strong 
emotional appeal to the electorate, and because it is often more 
likely to attract federal aid than comparable projects in more 
closely settled areas. 

So the development of northern Australia still depends to a 
great extent on the decisions of politicians and investors living 
outside the Tropics. On purely economic grounds, it is doubtful 
whether any activity could be justified beyond the maintenance 
and improvement of the existing sugar and pastoral industries, 
the exploitation of mineral resources, and the encouragement of 


13. For a detailed criticism of the Ord River scheme, see B. R. Davidson, The 
Northern Myth (2nd ed.; Melbourne, 1966), chap. viii. For a rejoinder defending 
the project, see Kerr, Australia’s North-West, pp. 166-179. The controversy has 
been extensive. 
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such marginal activities as tourism and projects to provide em- 
ployment for the aboriginal population. But in the present cli- 
mate of thought many Australians are prepared to discount the 
problems of physical climate, distance, and overseas competition. 
Urban Australian politicians and their voters like to feel that they 
have not lost the capacity to pioneer new frontiers. Some econo- 
mists argue that the gap between the underdeveloped and better- 
developed regions of Australia must not widen too greatly. 
This is a sophisticated variant of the traditional Australian doc- 
trine of “a fair go for all.” The defense argument is also implicit in 
much thinking about northern development, but it is doubtful 
whether the establishment of even a million settlers in northern 
Australia would influence the strategy of a potential invader one 
way or another. The siting of defense installations, such as the 
United States naval communications base at Exmouth Gulf and 
the satellite tracking station at Carnarvon, has been decided on 
considerations other than the civilian activities of the areas where 
they are situated. Basically one suspects that the defense argu- 
ment to some extent masks a pricking of conscience felt by many 
urban Australians toward the people of northern Australia be- 
cause they have assumed a pioneer role which other Australians 
are taught to admire but do not wish to imitate. For a century 
northern Australia has been more used than loved. Those impa- 
tient for massive investment and quick improvements are not 
always prepared to await the results of the considerable volume 
of research on problems of northern Australia now being under- 
taken. They therefore seek other incentives. The defense argu- 
ment appears to require haste. Yet nearly all the progress made 
during the past century in northern Australia, and all the informa- 
tion necessary for controlling its environment, has in the past 
been won by slow and costly experience. 
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Compulsory Arbitration: 
A New Province for Law and Order 


Kingsley Laffer 


Some General Characteristics 


The Australian system of compulsory arbitration consists of the 
Commonwealth subsystem and the six state subsystems of New 
South Wales, Victoria, South Australia, Queensland, Western 
Australia, and Tasmania, besides a number of special tribunals 
established for particular purposes, such as the Coal Industry 
Tribunal. There is a high degree of articulation between these 
various subsystems, the Commonwealth tribunals taking the lead 
in basic wage determination (to be discussed below) and, with 
some qualification, in margins (i.e., differentials) determination. 
The Commonwealth subsystem can also probably be regarded as 
taking the lead in the determination of standard hours, but this is 
more controversial, as cases are too infrequent for confident gen- 
eralization. In regard to long service leave and annual leave, 
however, the leadership has unambiguously come from the New 
South Wales legislature in recent years. The issues mentioned are 
the major ones in Australian arbitration. Other issues are usually 
less important and are often problems specific to a particular 
industry or occupation. There is more flexibility in their determi- 
nation and it is not possible to make a generalization about the 
source of the leadership. 

It will be seen from the above that the Commonwealth tribu- 
nals are of exceptional importance in the Australian system, 


I should like to thank my colleague, Mr. G. H. Sorrell, for his helpful comments on 
a draft of this paper. 
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though it will also be seen that the states sometimes exercise 
leadership in important matters. The Commonwealth tribunals 
also acquire very great importance from the number of employees 
covered. In a broad survey carried out by the Commonwealth 
Bureau of Census and Statistics in May, 1963, 42.3 per cent of 
males were covered by Commonwealth awards, 44.4 per cent were 
covered by awards of the six states, and 13.3 per cent were not 
directly affected by awards. The states have retained more control 
over the cases of females, of whom 31.1 per cent were covered by 
Commonwealth awards, 59.6 per cent by state awards, and 9.3 
per cent not directly affected by awards.* Of the state subsystems, 
New South Wales is easily the most important, covering 18.3 per 
cent of males and 26.0 per cent of females. 

The fact that most Australian employees come under awards of 
compulsory arbitration tribunals does not, however, mean that all 
disputes and issues are dealt with by compulsory arbitration. 
Most grievances and sporadic disputes are dealt with by the 
parties directly concerned, either by themselves, or with the as- 
sistance of employer and union officials. In difficult cases mem- 
bers of arbitration tribunals are likely to be called in, but even 
then the dispute may be settled through conciliation without 
recourse to arbitration being necessary. Employers and trade 
unions commonly engage in preaward negotiations in which they 
frequently settle, perhaps without assistance, or perhaps with 
the assistance of an arbitrator acting as a conciliator, most, or 
even sometimes all the clauses in an award. In the latter case an 
award may be formally handed down by an arbitrator, but as it 
has been agreed upon fully by the parties in negotiation it is in 
fact a consent award. Very similar and very common is the nego- 
tiation of an “industrial agreement” by the parties and its subse- 
quent registration in order to secure enforcement as law, though 
if registration of an agreement is desired it is scrutinized from the 
standpoint of the public interest.* Awards handed down by arbi- 


1. Commonwealth Department of Labour. and National Service, Industrial 
Information Bulletin, XIX, No. 2 (1964), 231, 233. 

2. See Paul L. Kleinsorge, “Public Interest as a Criterion in Settling Labor 
pe utes: ap Australian Experiences,” Journal of Industrial Relations, VI, No. 2 

uly, 1964), 3. 
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tration determine minimum conditions only and, as we shall see 
later, formal or informal bargaining has resulted in the develop- 
ment of widespread payments to employees in excess of award 
rates. 

A related point is that it is often claimed that compulsory 
arbitration need not necessarily be thought of as inconsistent with 
collective bargaining or a type of system entirely opposed to 
collective bargaining. It is indeed not uncommon for supporters 
of the Australian arbitration system to regard the large amount of 
conciliation and direct bargaining that occurs as an important 
factor in its favor. The president of the Commonwealth Concilia- 
tion and Arbitration Commission, Sir Richard Kirby, recently 
said, 
there is of necessity scope in theory and practice for bargaining in 
particular and even in general cases for payments above the minimum 
payments. . . . But our system encourages the play of bargaining 
between employers and employees in another important way. I refer 
to the emphasis the system puts on conciliation not just as a part of the 
process of arbitration but as a means of avoiding the very necessity to 
arbitrate. . . . In practice in every dispute which comes before a 
Commissioner he puts the parties into conference with each other 
before he starts the process of arbitrating. . . . So that in practice the 
Australian arbitration system encourages collective bargaining before 
arbitration becomes necessary.° 


If one goes back to Mr. Justice Higgins, the second president of 
the Commonwealth Court of Conciliation and Arbitration (as it 
was then called), the main architect of the Commonwealth sub- 
system and, by his influence, of the Australian system generally, 
one finds even stronger views. Higgins indeed often used the 
short title, Court of Conciliation, instead of the full title. “The 
Court,” he said, “tries to encourage by all the means in its power 
the meeting of representatives of the unions with representatives 
of the employers.”* Higgins had a belief in discussion, concilia- 
tion, and negotiation that applied not only to grievances under 

3. “Some Comparisons between Compulsory Arbitration and Collective Bargain- 
ing,” Journal of Industrial Relations, VII, No. 1 (March, 1965), pp. 4-5. 

4. Henry Bournes Higgins, A New Province for Law and Order (London, 
1922), pp. 73, 111. 

5. Ibid, D. 49. 
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the award but also to matters outside the purview of the award. 
The court, for what he considered very good reasons, adhered 
strictly to its minimum standards. But he approved of employers 
themselves paying rates above the court-determined minima if 
market forces required it. Thus, “fully qualified coopers are scarce 
—for various reasons; and high-class breweries are willing to give 
coopers higher wages than the system adopted by the Court 
would justify as a minimum. . . . This seems to be a proper case 
for the play of the forces of demand and supply.” Indeed, he 
even on occasion urged employers to make such overaward pay- 
ments and criticized them when they did not do so. Thus, in a 
seamen’s dispute in 1918 at a time when risk from submarines and 
other causes was great and shipowners in other countries were 


offering very high wages he said, 


The Court refused to depart from its systematic standard for the 
minimum, but suggested the offer of a bonus under the exceptional 
circumstances: “It may be that the Australian ship-owners may have 
to outbid America by the grant of bonuses or otherwise, in order to 
retain seafaring men now settled in Australia. It is obviously no more 
an offence for an Australian seaman to ship from non-Australian ports 
in order to get the benefit of the higher wages than it is an offence for 
a merchant to sell his goods in the highest market.” But the suggestion 
was not heeded. The Government had many ships of its own, and had 
nearly all the interstate ships under charter. It did nothing, and 
allowed things to drift to the strike to which I have already referred.” 


It must be said at once, however, that this approach to over- 
award payments would not commonly be adopted without qualifi- 
cation by Australian arbitrators at the present time. Thus Sir 
Richard Kirby, in the paper quoted above, says, “in my time 
bargaining in respect of over-award payments has progressively 
increased. As the development of our society and our system of 
arbitration has progressed, the significant growth of overaward 
payments has become a worrying feature to those whose duty it is 
to arbitrate in cases of nation-wide economic importance of 


6. Ibid., p. 98. 
7. Ibid., pp. 99-100. 
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which the basic wage is an example.”* Overaward payments raise 
most important issues for the future of the Australian system. 

Higgins, however, almost seems to go so far as to regard collec- 
tive bargaining as something of an ideal, with arbitration an 
imperfect substitute in an imperfect world. “While it is quite true 
that well-drawn collective agreements would be, as to most sub- 
jects, preferable to awards, it is generally impossible to get such 
agreements. . . . Under the Act, the first duty of the Court is to 
try to get agreement; and only if and so far as it cannot get 
agreement, to award.” 


A New Province for Law and Order 


Often, however, agreement cannot be reached and arbitration 
is necessary. What is its function? Higgins provides the clearest 
statement of principle. Higgins saw the basic feature of the Aus- 
tralian arbitration system as an attempt to bring industrial dis- 
putes under a particular rule of law. When, after his retirement, 
he published a collection of his articles on Australian arbitration 
together with some further thoughts, he gave his book the title A 
New Province for Law and Order. On the very first page he 
explained that “the new province is that of the relations between 
employers and employees” and asked, “Is it possible for a civi- 
lised community so to regulate these relations as to make the 
bounds of industrial chaos narrower, to add new territory to the 
domain of order and law?” On the next page he explained that 
“the process of conciliation with arbitration in the background, is 
substituted for the rude and barbarous processes of strike and 
lock-out. Reason is to displace force; the might of the state is to 
enforce peace between industrial combatants as well as between 
other combatants; and all in the interest of the public.” Later on 
he says, “Even as the extension of the King’s peace over the land 
led to the suppression of private wars between the barons and 
great men of feudal times, so the extension of the nation’s power 


8. “Some Comparisons,” pp. 5-6. 
g. Higgins, A New Province, pp. 108-109. 
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to industrial conflicts will suppress, we may hope, the private 
wars between great employers and great unions. The King’s writ 
must run within the factory as well as without.””” 

This notion of compulsory arbitration as substituting a rule of 
law for “the barbarous processes of strike and lock-out” has per- 
sisted and developed. Notwithstanding various differences be- 
tween the Commonwealth and the several state subsystems of 
compulsory arbitration, it can be said to be fundamental to any 
analysis of the Australian system as a whole. The members of 
arbitration tribunals have stated again and again in reference to 
strike action that employees gain much from arbitration and can- 
not expect to have things both ways by taking all they can get 
from arbitration and still be free to resort to strike action to get 
more. In disputes the decision of the umpire, the arbitration 
tribunal, should be accepted. 

How successful is this Australian attempt to substitute a “new 
province for law and order” for “the rude and barbarous processes 
of strike and lock-out”? One may make a rough test by consider- 
ing the extent to which the compulsory arbitration system has 
been able to eliminate strike activity. Ross and Hartman give 
figures for working days lost per hundred non-agricultural em- 
ployees for fifteen countries." Over the period 1948-56 ten of 
these (Denmark, Netherlands, United Kingdom, Germany, Nor- 
way, Sweden, Japan, India, Canada, and South Africa) had a 
lower rate of loss than Australia, while only four (France, Italy, 
United States, and Finland) had a higher rate of loss. Over the 
period 1927-47, nine countries had a lower rate of loss, four had a 
greater rate, and for two countries there were no figures. The 
problems of definition and collection of statistics of industrial 
disputes and the consequent difficulties of international compari- 
son of strike figures are, of course, well known. Moreover, coun- 
tries differ greatly in size, industrial composition, political institu- 
tions, stage of development, and so on. So one cannot draw any 
firm conclusions about the respective merits of the dispute-set- 


10. Ibid., p. 150. 
11. A. M. Ross and Paul T. Hartman, Changing Patterns of Industrial Conflict 
(New York, 1960), pp. 210-211. 
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tling machinery in different countries from figures for industrial 
disputes. They do, however, show clearly enough that Australian 
compulsory arbitration has not yet been able to establish a dis- 
tinctive “new province for law and order.” The later figures given 
in Table 1 for a slightly different group of countries, though more 
favorable to Australia, confirm this finding. These figures have 
been calculated in such a way as to make them broadly compara- 





Table 1. Working Days Lost per Hundred Non-agricultural Workers, 
1957-63 





1957 1958 1959 1960 1961 1962 1963 Average 


Netherlands 0.2 1.0 04 124 0.6 _ _ 2.9 
United Kingdom SB 57) ZF “134 II33')) 250 76 NSS 
Germany 6.0 4,3 0.3 0.2 0.3 2.2 8.5 3.1 
Norway 2.9 64 5.0 0.2 430 ZN 223" 1124 
France A53:) 123." 5209; * 103, 8270) AS24502) 227-9 
Italy 3770 314 690 42.46 49.0 1607 795 67.0 
Japan 207 216 207 163 198 168 84 177 
United States 28.1 AlN 195.5 (313.5 5266.) 297 «252 » ABS 
Canada 304 57/7 441 143 253 259 163 W5 
Australia BT 149 120 23:28) 19 SS S175) 178 
Finland _ 3.8 33.6 7A 3.1 23 WD 25 
New Zealand 4,1 2.7 42 49 5.1 12.1 6.9 57 





Note: These figures are not completely comparable; for example, Germany includes West 
Berlin in later figures, United Kingdom includes workers on own account in some figures and begins 
new industrial classification in 1960. For details see Yearbook of Labour Statistics, 1964. 

Source: International Labor Office, Yearbook of Labour Statistics, 1964 (Geneva, 1964), chap. 
li, Table 6; chap. ix, Table 28. 





ble with those of Ross and Hartman, but because of some differ- 
ences in methods of calculation they are not exactly comparable. 

Ross and Hartman’s table also shows that of his fifteen coun- 
tries eight experienced a decline in man-days lost per hundred 
non-agricultural workers between 1927-47 and 1948-50, five ex- 
perienced an increase, while insufficient figures were given for 
two. Australia was one of the countries showing a decline, but its 
decline was the smallest for this group of countries. The down- 
ward trend in Australia becomes clear if we take two broadly 
comparable sixteen-year periods, 1913-28 and 1939-54. Over 
1913-28 the average number of man-days lost per year was 
1,638,000; for 1939-54 the average was 1,230,000; in the past 
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eleven years, 1955-65, the average annual loss was 702,000.” This 
fall in man-days lost occurred notwithstanding an increase of 
123.0 per cent in the number of wage and salary earners between 
1921 and 1961.” This decline in man-days lost from industrial 
disputes is no doubt associated with the development of machin- 
ery for settlement of disputes, the recognition of trade unions, 
and the like. If one were to consider Australian experience in 
isolation one might perhaps, as many Australians do, attribute 
this decline in strike activity to the compulsory arbitration ma- 
chinery. In this sense one could argue that compulsory arbitration 
has helped to bring law and order in industrial relations. But as 
the same trend has occurred in a number of other countries, as 
Ross and Hartman have shown, including many which have 
collective bargaining systems, it is apparent that the type of 
dispute settlement machinery developed, whether of the compul- 
sory arbitration or collective bargaining variety, is not of major 
importance. The important thing is the development of machin- 
ery as such, not the type of machinery. 

It might, however, be argued that whatever one may say about 
these results Australian compulsory arbitration does nevertheless 
operate as a kind of rule of law system. In support of such a view 
one might point to the severe restrictions on the right to strike in 
the Australian system and to the penalties sometimes imposed. 
J. H. Portus, a commissioner of the Commonwealth Conciliation 
and Arbitration Commission, explains that “the setting up of 
compulsory arbitration machinery has been accompanied by leg- 
islation making strikes illegal. The attitude is that where machin- 
ery for the settlement of disputes by conciliation and arbitration 
exists resort to strikes is unnecessary.” In various ways, there- 
fore, the use of the strike (and lockout) is prohibited, limited, or 
penalized. Portus goes on to say that 


12. Industrial disputes figures based on figures taken from Commonwealth — 
Bureau of Census and Statistics, Labour Report (Canberra, various years) and — 


Quarterly Summary of Australian Statistics (Canberra, various years). 
13. Based on census figures taken from the Commonwealth Bureau of Census 


and Statistics, Official Year Book of the Commonwealth of Australia (Canberra, — 


various years). 


14. The Development of Australian Trade Union Law (Carlton, Vict., 1958), p. — 
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generally speaking no distinction is made between strikes by members 
of unions registered under the arbitration system concerned and 
strikes by members of unions not so registered. Also a strike is illegal 
whether the matter in issue has been determined by an arbitral au- 
thority or not. In short it cannot be said that the unions have the 
alternative of retaining the right to strike or using the arbitration 
machinery. The right to strike is taken away whether or not the 
employees concerned use the arbitration machinery.” 


This is perhaps stating the matter a little too strongly, and Portus 
himself goes on to explain the differing provisions of the various 
Commonwealth and state subsystems. It does, however, express 
the ethos of the Australian system. 

Under the Commonwealth system when a union or members of 
a union go on strike or threaten to go on strike or to take other 
forms of direct action, employers may apply to the Conciliation 
and Arbitration Commission to have what is known as a “bans” 
clause inserted in the award. A typical example may be found in 
the Metal Trades Award which provides that 


(i) No organisation party to this Award shall in any way, whether 
directly or indirectly, be a party to or be concerned in any ban, 
limitation or restriction upon the performance of work in accordance 
with this Award; (ii) An organisation shall be deemed to commit a 
new and separate breach of the above sub-clause on each and every 
day in which it is directly or indirectly a party to any such ban, 
limitation or restriction. 


The commission, if it considers that the circumstances of the case 
do not justify insertion of such a clause, may refuse the applica- 
tion. It may also on application delete a bans clause from an 
award. If a bans clause is in the award, strike activity becomes a 
breach of the award, and an employer may apply to the Common- 
wealth Industrial Court for an order under Section 109 of the 
Commonwealth Conciliation and Arbitration Act. Under this sec- 
tion the court is empowered: “(a) to order compliance with an 
award proved to the satisfaction of the Court to have been broken 
or not observed; (b) to enjoin an organisation or person from 
committing or continuing a contravention of this Act or a breach 
or non-observance of an award.” Such an order in effect orders 
15. Ibid. 
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the employee to refrain from committing the breach of the award 
involved in strike activity. Non-compliance with such an order is 
punishable as contempt of court under Section 111 of the act, 
which provides that “the court has the same power to punish 
contempt of its power and authority as is possessed by the High 
Court in respect of contempts of the High Court.” A fine of up to 
$A. 1,000 a day may be imposed for such contempts, that is, up to 
$A. 1,000 for every day the strike continues. The costs that may 
be awarded against the unions are also very important.” 

New South Wales has much wider provisions, and bans clauses 
are not necessary. Broadly speaking, strikes by employees in in- 
dustries regulated by awards are illegal. Various qualifications, 
however, exist. If the union gives fourteen days’ written notice to 
the minister in prescribed form of its intention to go on strike, or 
if, after an award has been in operation for at least twelve 
months, the members of a union, two-thirds of them participat- 
ing, decide by secret ballot that their award is non-applicable, a 
strike is legal. As, however, the tactical value of strike activity is 
likely to be greatly reduced if employers have fourteen days to 
prepare for it, and as the members of a union will seldom jeopard- 
ize all the benefits of an award for a particular issue in dispute, 
these qualifications are not of great significance. Up to the time of 
recent amendments to the New South Wales legislation in Octo- 
ber, 1964, strikes were in practice illegal for all employees under 
awards. They were also prohibited for governmental and various 
types of semigovernmental employees. In October, 1964, how- 
ever, legislative amendments were introduced providing that em- 
ployers engage in reasonable negotiation before instituting penal 
proceedings, and allowing the trade unions to submit employer 
provocation or that the strike lacked trade union authority as 
defenses. These new provisions have, however, been of little sig- 
nificance in practice. A penalty not exceeding $A. 1,000 may be 
incurred by a trade union for an illegal strike. 

The Queensland legislation against strikes is broader still as it 

16. See E. I. Sykes, Strike Law in Australia (Sydney, 1960), for a full 
discussion of the position under the Commonwealth and state systems. For a 


shorter account see Portus, The Development of Australian Trade Union Law, 
chaps. xv and xvi. 
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is general in its coverage and its application is not limited to 
employees working under awards and to governmental employ- 
ees. It is, however, Sykes informs us, “rare to have a straight 
proceeding for a penalty in the case of a strike. Resort is usually 
made to the injunction section of the Act which provides that the 
Court has power to make an order in the nature of an injunction 
to restrain a breach of the Act or of an award.””” The Queensland 
legislation also has a qualification that a strike authorized by the 
union and supported by a majority vote of the members of a 
calling or district is legal. This, however, is of little significance. 
Penalties for strikes can go up to $A. 2,000. 

Western Australia has a broader position still, for under its 
Industrial Arbitration Act all strikes and similar activities are 
illegal and fines of up to $A. 1,000 may be imposed. South Aus- 
tralia similarly has far-reaching provisions, since under its In- 
dustrial Code strikes and similar activities are illegal with a 
penalty of up to $A. 1,000. In Tasmania, the Wages Board Act 
provides for penalties against strikes occurring in respect to mat- 
ters which have been determined by the Wages Board. Only in 
Victoria are strikes in general properly legal. Victoria is, however, 
a rather special case; most of its industries in which strikes are 
likely, operate under Commonwealth awards. Its Wages Boards 
cover industries in which strike activity is unimportant, so that 
the question of penalties hardly arises. In the survey referred to 
earlier only 8.0 per cent of males’* and 15.1 per cent of females 
were covered by Victorian awards. Even Victoria, however, can 
introduce penalties when it feels it needs them, and strikes in 
certain essential services there have been illegal since 1948 unless 
approved by secret ballot. 

This very extensive legal restriction of strike activity may read- 
ily be interpreted as part of the arbitration ideal of establishment 
of a new province for law and order in industrial relations. Arbi- 
tration replaces the strike, and if the law imposed by arbitration 
awards is to be effective it must be enforced if necessary. This 
indeed is the concept, but the practice is far different. Over the 


17. E. I. Sykes, “The Queensland System of Industrial Relations,” Journal of 
Industrial Relations, II, No. 1 (April, 1960), 64. 
18. See n. 1 above. 
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period 1956-65 there were 11,338 industrial disputes in Australia, 
in which 6,705,993 working days were lost.” Table 2 shows that 
over this period only 493 fines were imposed for amounts totaling 
$A. 207,970. Sometimes a number of fines were imposed on differ- 
ent unions in connection with the one dispute. When the figures 
for penalties are compared with the figures for industrial disputes 
it is seen that penalties are applied only in a tiny minority of 
cases. As C. P. Mills says, “It is clear, therefore, that most strikes 
go unpunished despite the severe penalties which the law pro- 
vides. . . . [N]either the New South Wales law nor the Federal 
law on this subject is enforced, nor expected to be enforced, in 
the great majority of cases to which they apply.”” Thus, whatever 
the theory might be to the contrary, penalties against strikes are 
of very slight significance as an adjunct to a new province for law 
and order. If the attempt were ever made to impose penalties 
generally on all strike activity, trade union support for the arbi- 
tration system would undoubtedly disappear immediately and 
the system become quite unworkable. 

The real function of penalties against strikes in the Australian 
system is something quite different. C. P. Mills provides the clue 
when he says, “This is not to say that the legal sanctions have 
little practical effect. In many cases proceedings are withdrawn 
or, at least, discontinued on work being resumed or as part of the 
terms of settlement of the dispute.” The true function of penal- 
ties seems to be as a means of putting pressure on disputants to 
avoid strike activity or if on strike to go back to work. The 
potential threat of penalties can be useful to arbitrators for put- 
ting pressure on disputants or to union officials in dealing with 
unofficial strikers. 

The effects of Australian compulsory arbitration on the volume 
of strike activity are broadly similar to the effects of the establish- 
ment of collective bargaining machinery elsewhere. In assessing — 
the effect of collective bargaining on the use of the strike weapon, 


19. From Commonwealth Bureau of Census and Statistics, Official Year Book of 
the Commonwealth of Australia (Canberra, various years). 

20. “Enforcement of Strike Penalties,” Journal of Industrial Relations, II, No. 1 
(April, x00), 40-41. 

21. ! 


eee 


*AOQD] JO sjuawyiDdep oyD4Js puD Yy;DaMUOWIWOD :e2IN0g 
*polied siyj Buyinp souy ou poy DIJOj>1A pub ‘DJuDWIsDy ‘DI|DAYSNW YINOS :aJ0Ny 


eee 


026'20z$ £6r osr$ Sv 06r'91$ Se 026'6z$ Zi OLLLOL$ 962 
DOR LD 
00817 18 _ — ool'L 4 — — 00Z'0¥ LL S96L 
002'08 VOL _— — 006’EL 02 00¢'Z SZ 000'6S é6LL 7961 
0SZ' ZZ (40) Osy cy ool z OOL'z 8 001'Sz Ze £96L 
0€6'81 €€ — _ oes € 00L ‘4 00¢’81 87 Z96L 
098'r 1 OV _ _ oll Zz 0S0'LL ov 00Z'€ v 1961 
OLS'8 v1 _— —_ _ _— 002'1 S 018'9 6 0961 
oss'y 87 — —_ _— — ose'y Lt 00Z Ll 6S6l 
00s's Zl — — — _ 00z l 00¢e'S 91 856 
00s‘ 9 — _ 00S L 000'Z S L561 
oZe’e ¢$ ZL = _— osz $ v 0z9'% $ 8 = 5 == 9561 
eee 
(‘v$) sauly Jo (‘v$) soul Jo (‘v$) soul Jo (‘V$) souly Jo (‘v$) soul Jo 
soul jo 4aquny souly jo 4sequinyy souly jo Jequinyy soul fo Jsequny souy jo daqunyy 
junowy fjunowy junowly junowly junowly 
[P40] DI[DJJsNY UsO4S9 AA Pubjsusent S2IDAA YINOS MeN YsjJDeMUuOWUIO?) 


eee 


S9-9S6r ‘suowuy dury149 ysunav pasoduy sauq *Z a1q¥ I, 


EES 


166 Contemporary Australia 


Higgins was probably greatly influenced by the severe maritime 
and shearing disputes of the 18go’s. He failed to allow for the 
extent to which reasonably satisfactory machinery and proce- 
dures could be developed under collective bargaining. As a result 
he exaggerated the potential value of compulsory arbitration as a 
means of warding off strikes. 

Higgins’ concept of the role of law in industrial relations did, 
however, have a great deal of influence on the way the Australian 
machinery developed. Thus the penalty system that we have 
described readily grew out of the Higgins theory, even though its 
eventual function became something quite different. 

It is clear also that the claim referred to earlier that the Austra- 
lian system permits and encourages free collective bargaining 
must be taken with a grain of salt. The conciliation that occurs, 
described by Sir Richard Kirby as amounting to free collective 
bargaining, is carried out by arbitrators or conciliators who al- 
ready have in mind the established principles of determination of 
wages and conditions. So most conciliation and bargaining takes 
place under the shadow of the arbitration systems. The legal 
restrictions on the right to strike and the potential threat of 
penalties also impose limitations on the use of “free” collective 
bargaining, and enormously enhance the influence of the arbitra- 
tion system. Collective bargaining in Australia operates under 
limitations that are largely absent under collective bargaining 
systems. 


The Principles of Wage Determination 


A much more important way, however, in which the Higgins 
concept influenced Australian compulsory arbitration was in its 
approach to wage determination. If industrial disputes were to be 
prevented, Higgins said, the employee must be paid a basic or 
living wage, sufficient to cover “the normal needs of an average 
employee regarded as a human being living in a civilised commu- 
nity.” Higgins then determined what became the first Common- 

22. 2 Commonwealth Arbitration Reports, 3. 


Compulsory Arbitration: A New Province for Law and Order 167 


wealth basic wage and stated that he thought this would keep a 
family of about five in “frugal comfort.” Higgins believed that 
such a basic wage was essential if industrial disputes were to be 
prevented. “Unless great multitudes of people are to be irretriev- 
ably injured in themselves and their families, unless society is to 
be kept perpetually in industrial unrest, it is necessary to keep 
this living wage as a thing sacrosanct, beyond the reach of bar- 
gaining.’ Thus the concept of the basic wage, which, though at 
present under some challenge, has persisted in the Common- 
wealth and states systems of compulsory arbitration to this day, is 
directly related to the assumed need to pay such a wage if 
industrial disputes are to be prevented and “a new province for 
law and order” is to be established. The determination of such a 
basic wage is very helpful indeed to employees with weak bar- 
gaining power. 

The Australian system of basic wage determination thus began 
with strong ethical overtones. These were maintained, though less 
obviously, when, as time went on, the basic wage came to be 
adjusted upward (and once downward) from time to time ac- 
cording to the “capacity to pay of the economy” as national 
productivity increased. “What must be sought,” said the court in 
1933, “is the independent assessment and prescription of the 
highest wage that can be sustained by the total of industry in all 
its primary, secondary and ancillary forms.” Higgins’ assumption 
that if industrial unrest is to be avoided employees must be paid a 
living wage has now been expanded into one that employees 
must receive a large share in any growth in national productivity. 

Superimposed on the basic wage, which is the minimum wage 
under arbitration awards for an unskilled laborer, is a structure of 
differentials, or “margins” as they are called in Australia. The 
Australian system of differentials is highly articulated, the lead 
being taken by margins in the metal trades award, the margin of 
the engineering fitter being taken as the key margin. The margins 


23. 3 (Higgins in a Broken Hill case) Commonwealth Arbitration Reports, 32. 

24. See Kingsley Laffer, “The Present Position of Commonwealth Basic Wage 
Determination,” Journal of Industrial Relations, VIII, No. 3 (November, 1966), 
for a brief account of this development. 

25. 33 Commonwealth Arbitration Reports, 149. 
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in all awards for manual workers have a certain relativity to 
margins in the metal trades, and when margins in the metal 
trades are increased all these other margins tend to go up also, 
more or less to the same extent, though imperfections do exist, 
‘ especially as regards some state awards. Many margins of white- 
collar workers have also been related to metal trades margins. 
From 1961 onward, however, professional employees and some 
other white-collar employees had their margins related, though 
not always explicitly, to the various professional engineers’ 
awards.” The establishment and maintenance of these wage and 
salary relativities with the metal trades or professional engineers’ 
awards, as the case may be, is according to the “principle of 
comparative justice.” It is considered that employees doing work 
of the same skill should receive the same differentials, and that 
similarly other job requirements of responsibility, strength, and 
the like should each be equally rewarded. The determination of 
margins on principles of comparative justice, like the determina- 
tion of the basic wage, is based on the requirement to prevent 
industrial unrest. As Higgins said, “The awards must be consist- 
ent one with the other, or else comparisons breed unnecessary 
restlessness, discontent, industrial trouble.”* Determination of 
margins according to principles of comparative justice, like the 
determination of the basic wage, is also of great assistance to 
groups of workers with weak bargaining power. The weak have 
their wages determined on the same principles as the strong. 
Thus the system of wage determination that developed on the 
assumption that this particular system was necessary for a new 
province for law and order to be achieved turned out to be an 
egalitarian system. This egalitarianism was an extremely impor- 
tant subsidiary characteristic of the Australian system that devel- 
oped from the basic orientation given to the system by Higgins. 
The approaches to wage determination that we have consid- 
ered, though elements of them are to be found very early in 
Australian arbitration, were developed mainly by Higgins him- 


26. See K. W. McDermott, “Salary Fixation for Top Management Personnel,” 
Journal of Industrial Relations, IX, No. 2 (July, 1967), for an account of the 
“Jateral flow” of the professional engineers’ ies 

27. Higgins, A New Province, p. 41. 
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self, and then by his successors, from 1907 onward. Except in time 
of war, the Australian economy seldom before World War II 
approached full employment. Full employment has, however, 
been maintained fairly consistently since World War II, the level 
of unemployment often falling below 1 per cent and seldom rising 
much above 2 per cent. Under these conditions arbitration tribu- 
nals have found it increasingly difficult to maintain the egalitarian 
structure of the wage system. Arbitration tribunals determine 
minimum conditions only, and under full employment labor mar- 


Table 3. Dissection of Total Weekly Earnings ( Adult 
males), October, 1965 (Percentage of total earnings) 


Award Payments 
rates Overtime by results Other 
Private Employers 
Manufacturing 74.8 15.4 3.5 6.3 
Non-Manufacturing 76.1 14.5 3.4 6.0 
Government Employers 
Manufacturing 84.7 12.8 0.7 1.8 
Non-Manufacturing 88.0 10.6 0.3 1.1 
Australia—total 79.2 13.5 2.6 47 


Source: Commonwealth Bureau of Census and Statistics, Survey of 
Weekly Earnings (October, 1965). 


ket conditions have been such that stronger groups of workers 
have been able to obtain wages substantially in excess of those 
awarded by the arbitration tribunals. Thus a Survey of Weekly 
Earnings made by the Commonwealth Bureau of Census and 
Statistics in October, 1965, showed the picture given in Table 3. 

This table shows a very considerable payment of wages and 
salaries in excess of award rates. The payment of overtime at 
penalty rates is provided for in awards as are some piece rates. 
Under incentive systems the minimum award rates must be 
paid, and incentive payments are superimposed on these. Never- 
theless the payment of overtime in order to meet a certain market 
rate of earnings is very common in Australia, and a substantial 
proportion of overtime must be regarded as overaward payments. 
A proportion, probably a smaller one, of incentive payments is of 
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the same character. The item “Other” might well be relabeled 
“overaward payments proper,” as in this case there is almost no 
payment for extra production involved. It will be seen that “over- 
award payments proper” amount for employees of private indus- 
try to over 6 per cent of total earnings. If overaward elements of 
overtime and payment by results could be included we may guess 
that overaward payments would probably amount to 10-15 per 
cent of total earnings. As they are very unequally distributed as 
between industries and even as between firms in an industry they 
have introduced an amount of inequality into the Australian 
wage system that is at variance with the egalitarian orientation of 
the arbitration system. The different situations of private and 
government employees are also noteworthy. 

The problems raised for arbitration have been stated as follows 
by Sir Richard Kirby. 


The existence of over-award payments has created problems for the 
Commission. . . . Given as axiomatic the common purpose of the 
Australian community to maintain full employment . . . it must be 
expected that there will be no letting up in the practice of over-award 
payments. While in many cases arrangements may be come to outside 
the Commission without giving rise to concern, a very real danger is 
that friendly discussion and negotiation may often be replaced by 
reliance on industrial might with strikes and lock-outs disrupting the 
life of the community and prejudicing our economic growth and 
development. The outcome could lead to significant distortions in the 
pay of workers gaining over-award payments as against those who 
receive the minimum payments prescribed by the Commission. . . . It 
would be a sorry end to the concept of “a new province for law and 
order” if now the problems in the over-award area were to lead to the 
chaos of the jungle. . . . The Commission is faced with the very real 
problem of the extent if any to which over-award payments should 
affect its prescription of minimum payments in respect of the basic 
wage and margins at large.”® 


The president of the Arbitration Commission is thus concerned 
both with the extent to which disputes concerning overaward 
payments are undermining the “new province for law and order” 
of compulsory arbitration and with the effects of overaward pay- 


28. Commonwealth Conciliation and Arbitration Commission, Eighth Annual 
Report of the President of the Commonwealth Conciliation and Arbitration Com- 
mission (Canberra, 1964). 
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ments on the commission’s determination of the basic wage and 
the general level of margins. 

In the United States the collective bargaining contract, broadly 
speaking, settles a dispute over interests for the time being. The 
Australian arbitration system does so legally, at any rate as far as 
strike action to secure more is concerned, for legally the parties 
have seldom much freedom in most Australian systems to resort 
to strike action subsequent to an award. The practice, however, is 
that in Australia the arbitration award is only the first stage in the 
settlement of the dispute, and unions commonly feel free to take 
strike action to secure more than the award gave them if it seems 
to their advantage to do so. But while unofficial strikers and some 
militant unions can risk penalties and pursue a course of this kind 
without too many inhibitions, the general body of the trade union 
movement has to be a little cautious. Even so it asserts its “right 
to strike” and continually strives, within this framework, to obtain 
overaward payments and other gains in between awards. As all 
industrial negotiation in Australia occurs under the shadow of 
arbitration, there is very little of what Americans would describe 
as “free collective bargaining,” yet there is a great deal of post- 
award bargaining. It would be true to say that whereas in the 
United States the collective bargaining contract broadly settles 
the dispute over interests, in Australia the arbitration award does 
not. 

Some light may be thrown on this situation by considering 
Allan Flanders’ comparison between the British and American 
collective bargaining systems.” Flanders points out that in the 
British industrial relations system emphasis has been placed on 
the development of procedures, such as joint industrial councils 
and the like, for dealing with disputes, rather than on substantive 
rules about wages and other conditions of work. “A very firm 
procedural framework for a very flexible corpus of substantive 
rules, rather than a code laid down for a fixed time,” he says. In 
the United States, on the other hand, the emphasis is placed on 
the development of substantive rules which “settle the rights and 
obligations attached to jobs.” One manifestation of the difference 


29. Industrial Relations: What Is Wrong with the System? (London, 1965), pp. 
26-28. 
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in approach is the strong emphasis on the distinction between 
interests and rights disputes in the United States, as compared 
with the scant attention given this distinction in Great Britain. 
The Australian system is in some respects like the British one in 
that it provides procedures which can be used for any type of 
dispute, whether of the interests or grievance type, paying little 
attention to the latter distinction. It is not illogical under such a 
system for awards to be varied, as they often are, during their 
currency. In other respects, however, the Australian system is 
very like that of the United States, for its arbitration awards spell 
out rights and obligations in considerable detail, just as do Ameri- 
can collective bargaining contracts. 

One might perhaps argue that the Australian system makes the 
best of both worlds in that it combines the procedural flexibility 
of the British system with the substantive precision of the Ameri- 
can system. But the working of the Australian system, when 
looked at from the standpoint of either the British or the Ameri- 
can system is very complex. One aspect of this complexity is that 
an arbitration award is often only one stage in the settlement of a 
dispute over interests. Disputes concerning overaward payments, 
in particular, are continually occurring in the Australian system. 

Nevertheless there is one important consequence of the Austra- 
lian system. Notwithstanding the continuance of strike activity 
and growth in overaward payments, the Australian system does 
help to raise the wages of weaker groups of workers and to 
impose a check on increases going to the strong. By comparison 
with the United States such an egalitarian system of wage deter- 
mination, in association with full employment, gives a reasonable 
increase to many people who would be in the poverty area in that 
country. By making it more difficult for the strong to achieve 
wage increases out of line with those of their weaker fellows it 
helps to achieve one of the objectives sought in other countries 
through incomes policies. A broadened concept of the “new proy- 
ince of law and order” is evolving under conditions of full em- 
ployment, but the foundations are still being provided essentially 
by the principles of wage determination developed by Mr. Justice 
Higgins. 


°8e 


Compulsory Arbitration: National Wage 
Policy 


J. E. Isaac 


Compulsory arbitration in Australia may be viewed from two 
points of view. One concerns its day-to-day activity in preventing 
and settling industrial disputes on a variety of industrial issues— 
wages, working conditions, dismissals, safety, jurisdictional mat- 
ters, and so on. The second aspect of compulsory arbitration 
concerns its less frequent but no less important operation as a 
means of formulating national wage policy. 

Professor Laffer has devoted most of Chapter VII to the first 
aspect of compulsory arbitration, emphasizing in particular its 
failure to establish a “new province for law and order” or to 
promote collective bargaining as commonly understood in west- 
erm countries, or even to determine wages in accordance with 
ethical standards based on capacity to pay and comparative wage 
justice. It may be argued that his evaluation of the performance 
of Australian compulsory arbitration is based on a somewhat 
narrow interpretation of the objectives of the system as enunci- 
ated by its founders and its early helmsmen, especially Mr. Jus- 
tice Higgins. Such an interpretation might be misleading. To say 
that compulsory arbitration has succeeded in completely fulfilling 
the hopes of its pioneers is, of course, to overstate its perform- 
ance. On the other hand, to argue that the system has failed is to 
go to the other extreme. Success or failure in this area of activity 
is a question of degree which cannot be judged fairly without due 
consideration of the particular set of social, economic, and institu- 
tional forces which prevail and which prescribe the constraints 
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under which the machinery for settling industrial disputes must 
operate. Thus while one might agree with Professor Laffer’s eval- 
uation of the arbitration system, it is nevertheless possible to hold 
that in the circumstances of Australian history an alternative 
system would not necessarily have been more successful. 

This chapter is concerned with the second aspect of the com- 
pulsory arbitration system—national wage policy—and provides 
a somewhat different emphasis from that given by Professor Laf- 
fer. It deals with the conditions which gave rise to wage policy- 
making; with the principles on which wage policy has operated; 
with the problems it has encountered in recent years; and, finally, 
with some proposals which have been made for its future devel- 
opment. 


The Development of National Wage Policy Machinery 


The history of wage policy in Australia may be said to date 
from the period of the Great Depression of the thirties. But it is 
only in the last twenty years of more or less full employment that 
it has become established as a prominent feature of economic life. 
To understand some of the weaknesses of Australian wage policy, 
it is important to note at the outset that the development of wage 
policy in Australia did not arise from any deliberate design based 
on a doctrinal faith in the need or wisdom of wage policy. Aus- 
tralia’s wage policy machinery was an unplanned and unforeseen 
development, despite constitutional difficulties, from a piecemeal 
system for settling industrial disputes in a highly unionized econ- 
omy.’ Early in its life, social criteria such as the “needs” of those 
at the lowest level of the occupational scale and “comparative 
wage justice” for the various grades of occupations came to be 
applied in settling disputes. But national economic considerations 
steadily assumed a significant place among the principles for 
wage-fixing. These industrial, social, and economic pressures have 


1. In the postwar period, the degree of unionization has varied mostly between 
55 per cent and 60 per cent of wage and salary earners. But it was as high as 50 
per cent as early as the twenties. 
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left their imprint on the character of Australian wage policy. As 
will be stressed below, the general acceptability of wage policy 
has been the result of a workable compromise based on industrial, 
social, and economic considerations. 

How did it come about that a piecemeal system for settling 
industrial disputes as outlined by Professor Laffer evolved into a 
wage policy machinery of national dimension? An effective wage 
policy machinery needs to be centralized and to be able to have a 
reasonable degree of control over the general wage level and the 
wage structure. These requirements were met to a substantial 
extent fairly early in the history of wage fixation in Australia. De 
facto centralization was achieved by the progressive dominance 
of the Commonwealth tribunal on key wage issues. Professor 
Laffer has shown that about half of those working under awards 
(and these comprise some go per cent of wage and salary earn- 
ers) are now covered by Commonwealth awards. The growth in 
the jurisdiction and status of the Commonwealth tribunal has 
indirectly also influenced the awards of state tribunals. The ex- 
pansion of Commonwealth coverage was the result of early union 
preference for Commonwealth awards in the expectation that 
these would be more generous; and a succession of liberal judicial 
interpretations to the Commonwealth Constitution enabled this 
preference to be exercised.* A fairly small work force that was 
highly concentrated in a few capital cities, and the absence of any 
serious regional problems, also facilitated the development of 
centralization. The centralization of wage-fixing proceeded along 
with the centralization of trade unions and employer organiza- 
tions. Thus, despite a number of legal limitations which remain in 
force, the institutional basis for a wage policy machinery soon 
became well established: centralized wage-fixing machinery, cen- 
tralized unions and employer organizations, a comparatively 
small, highly concentrated, and highly unionized labor force in a 
comparatively simple economy. 

The manipulation of the general wage level and the wage 
structure was facilitated by the establishment of the basic wage. 


2. E. I. Sykes, “Labor Arbitration in Australia,” American Journal of Compara- 
tive Law, XIII, No. 2 (Spring, 1964), 219-222. 
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Originally conceived as the minimum wage for purely unskilled 
workers, a kind of “floor” to wages like the American minimum 
wage, the basic wage soon became a component part of every 
wage, forming approximately 75-8o per cent of the average wage 
rate. Those doing work with special requirements such as skill, 
responsibility, danger, extra physical effort, etc. were paid a mar- 
gin in addition to the basic wage. An increase in the basic wage 
therefore raised the wage of all workers, skilled and unskilled 
alike, by the same amount, thus constituting an increase in the 
general wage level. In the early days, margins were determined 
on a piecemeal basis, industry by industry, by reference to job 
requirements of particular occupations and the economic state of 
the industry. But in time, the fitter in the metal trades became the 
yardstick for fixing margins generally, and a movement in his 
margin tended to produce similar increases in margins in other 
occupations and industries. At first, the pattern-setting influence 
of the fitter was slow and uneven. But in the postwar years of full 
employment, this influence strengthened markedly, so that for 
practical purposes when the fitters margin and those of his asso- 
ciated workers in the metal industries were determined, the new 
standard spread within a short time to most other industries. 

More recently (1967), the Commonwealth tribunal decided to 
consolidate the basic wage and margin components into one 
wage. In accord with the practice of most countries, each job 
classification will be awarded a “total” wage. The tribunal has 
indicated that annual adjustments in total wages could be ex- 
pected henceforth; but the impact of these general wage adjust- 
ments on the wage structure would depend on whether the 
tribunal is persuaded to award a flat-rate, proportionate, or gradu- 
ated increase to the different wage levels. This decision marks a 
formal recognition of the fact that the basic wage and key mar- 
gins have for some time been determined on essentially the same 
national economic considerations and have the same general eco- 
nomic consequences. It remains to be seen whether the state 
tribunals will also formally apply the total wage concept; but 
whether they do or not, the influence of the commission’s wage 
awards will continue to set the pattern of state awards. 
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The Commonwealth tribunal has in the past been much less of 
a pacesetter on other matters, such as standard of hours of work 
and long service and annual leave, which have a bearing on the 
general level of costs and prices. But it is likely that in the future 
its general influence on these issues will become greater. 

Thus the centralization of wage-fixing through the leadership 
of the Commonwealth tribunal (in recent years called the Com- 
monwealth Conciliation and Arbitration Commission) and the 
development of key wages—the basic wage and metal trades 
margins—meant that any change by the commission of these key 
wages resulted in a change in the general wage level and the 
wage structure on a nationwide scale. The implications of these 
national wage changes for the general level of prices, the balance 
of payments, and the distribution of income are self-evident. 
These circumstances made some sort of a national wage policy 
inevitable. Thus the development of centralization and key wages 
created not only the means for a national wage policy but also the 
very need for it. This is a point which deserves particular empha- 
sis. 


The Search for Principles 


How was this need met? With the development of the basic 
wage from its original “floor” concept to become also an impor- 
tant component of all wages, the social consideration of “mini- 
mum needs” of workers became more and more linked to the 
country’s “economic capacity to pay.” And as the real value of the 
basic wage rose well above the initial “needs” level, capacity to 
pay came to dominate the deliberations before the commission. 
The adjustment of key margins wl ich tended to be generalized 
also called for the same sort of economic considerations as the 
basic wage. But what does “capacity to pay’ mean? For a long 
time this principle was firmly embraced by the tribunal (consist- 
ing of judges primarily with legal training) without any clear 
understanding of its meaning. To define it, as it often was, as the 
highest wage which the country could afford is, of course, not 
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very meaningful. Nor was the practice of simply examining a list 
of economic indicators—employment, prices, volume of money, 
balance of payments, national income, etc.—particularly helpful. 
Obviously, unless a set of objectives was assumed, capacity to pay 
could not be given a concrete meaning. For, in a sense, the 
economy has an unlimited capacity to raise wages provided 
the exchange rate can be adjusted appropriately and the ef- 
fect of higher prices on the distribution of income can be con- 
trolled. However, many would argue that fluctuations in the ex- 
change rate and frequent corrections to the distribution of in- 
come by tax and social services adjustments are objectionable on 
economic, political, and administrative grounds. Much of the 
current discussion in favor of wage policy aims at avoiding a scale 
of wage increase which would have economic and social conse- 
quences that would call for corrective measures through ex- 
change depreciation and other adjustments. The general objec- 
tives of current economic policy are to maintain a steady level of 
full employment, to promote economic growth, and to insure a 
degree of price stability that would produce an acceptable pat- 
tern of income distribution and balance of payments viability. 
The ability of wage policy alone to achieve all these objectives is, 
of course, severely limited. Fiscal and monetary instruments must 
generally be regarded as the backbone of economic policy. But 
wage movements can affect the level of prices and, through 
prices, the distribution of income and the balance of payments. 
Thus any meaningful definition of capacity to pay must connote 
the ability of the economy to sustain a degree of money wage 
increase so that real wages are raised in conformity with a desired 
income distribution and a viable balance of payments situation. 
The commission for a long time maintained that it was neither 
a social nor an economic leg'slature and that its role was merely 
the settlement of an industrial dispute in which “theories and 
policies should play no part.” It is true, of course, that its legal 
charter is in terms of preventing and settling industrial disputes; 
but it is also plain that disputes on national wage matters are 


3. See J. E. Isaac, “The Basic Wage and Standard Hours Inquiry in Australia, 
1952-53, International Labour Review, LXIV, No. 6 (June, 1954), 588. 
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“paper disputes contrived by the parties to enable the commis- 
sion to institute a national economic inquiry. Such “disputes” 
require a different approach from the genuine day-to-day local- 
ized disputes. However, a succession of national wage cases in the 
last fifteen years has brought acceptance, more implicit than 
explicit, of the principle that capacity to pay must be assessed, at 
least in good part, by reference to the economic consequences of 
any wage increase. Along with economic considerations, the com- 
mission keeps in mind the social consequences, particularly to 
those at the lower end of the wage scale, as well as the industrial 
consequences of wage adjustments. The importance of productiv- 
ity increases as a critical element in wage increases has been 
underlined quite clearly in recent judgments. 

Thus, in the course of time an important change has taken 
place in the outlook of the commission both on its function and on 
the principles required to carry out this function. However, the 
task of the commission in national wage adjustments is compli- 
cated by a number of factors. First, exports and imports and 
international capital movements play an important part in the 
prosperity of the Australian economy. Changes in the terms of 
trade, the state of the balance of payments, and the size of the 
country’s international reserves all have a bearing on capacity to 
pay. These elements in international trade vary from year to year, 
sometimes sharply and unexpectedly. How much weight should 
be given to them when wage increases are awarded? To ignore 
them and to link wage adjustments solely to domestic productiv- 
ity trends strictly along the lines of the recent American “guide- 
lines” could produce in the event, for example, of a serious rever- 
sal in the terms of trade, difficulties for the balance of payments 
as well as a change in the distribution of income to the detriment 
of the exporters, particularly those in the rural sector. An im- 
provement in the terms of trade would, of course, do the oppo- 
site. The social and economic consequences of these tendencies 
could not be ignored by a national wage tribunal if it desired to 
avoid economic dislocation and to have its judgments remain 
acceptable to the main parties in a wage settlement. 

The second complication is the extent to which awards should 
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be adjusted for price increases, particularly of those items which 
enter into the cost of living of wage earners. Increases in the 
Consumer Price Index could arise from one or more of a number 
of causes. The more important ones are: increases in world prices 
which affect the prices of imported and exportable goods; in- 
creased profit margins resulting from restrictive trade practices; 
increases in prices of food items as a result of crop failures; 
increases in indirect taxes; and “excessive” wage increases which 
are passed on. There is a strong case based on income distribution 
grounds for adjusting wages for price increases which are due to 
the first two causes, although it is difficult to see how a mere 
increase in wages would help to redistribute income in favor of 
wage earners if restrictive practices persist. For the rest, price 
increases do not provide persuasive grounds for corresponding 
wage increases. However, there are practical difficulties in meas- 
uring the relative significance of these different causes in any 
given increase in the Consumer Price Index. Therefore, as with 
the complication arising from international trade, the extent to 
which the commission should take account of price increases 
must be a matter of judgment based on economic, social, and 
industrial considerations. 

The commission’s task in formulating wage policy would be 
reasonably simple if it had no other problems than these. True, it 
could not discharge its task in a mechanical way simply by taking 
a “guideline” based on long-term projections of domestic produc- 
tivity; but allowances for the terms of trade, the balance of pay- 
ments, and price changes would usually be marginal to the basic 
productivity figure. A much more difficult problem arises from 
the fact that its awards prescribe legal minima. There has been a 
persistent and strengthening tendency under conditions of full 
employment for overaward payments—wage rates in excess of 
awards—to be paid.* This is not to deny that some overaward pay 
may be a desirable means of giving the relative wage structure 
greater flexibility, particularly when certain award wages under- 
rate the attraction rates for certain occupations. But the magni- 
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tude, widespread incidence, and continuing growth of overaward 
pay suggest that it has gone well beyond desirable limits. This 
element of wage drift poses an important problem for the tri- 
bunal. Should it allow for this drift by making awards less than 
might be justified by considerations based on productivity, terms 
of trade, balance of payments, and income distribution? If so, 
what about those areas of employment, mainly in the public 
sector, where awards tend to be maxima as well as minima? To 
ignore the plight of this sector of wage earners could embarrass 
the recruiting prospects of public employment as well as encour- 
age the unions concerned to bypass the commission and seek 
extra pay increases by applying strike pressure on employers in 
defiance of penal sanctions. In the circumstances, the commission 
has been persuaded to grant award increases in excess of domes- 
tic productivity even though an adverse trend in the terms of 
trade has persisted through much of this period. This is shown in 
Table 1. 

The period 1948-49 to 1964-65 includes the inflationary cir- 
cumstances of the Korean War; therefore the years after 1953 
probably provide a more normal period for the study of postwar 
wage policy in Australia. It will be seen that nominal minimum 
weekly wage rates (representing mainly the awards of tribunals) 
rose at a faster rate than productivity, domestic and effective. But 
the rise in the Consumer Price Index greatly diminished the real 
value of minimum wage rates. The difference between nominal 
average weekly earnings and nominal minimum weekly wage 
rates reflects the wage drift whose principal components are over- 
time and overaward pay. It is likely that if no overaward pay had 
occurred, a smaller rise in the Consumer Price Index would have 
taken place, and real minimum weekly wage rates would have 
matched productivity more closely. In the circumstances, the 
extent to which the rise in nominal average weekly earnings 
exceeded the rate of increase in domestic productivity was almost 
exactly equal to the rate of increase in the Consumer Price Index. 

It should not be inferred that the rate of price increase experi- 
enced by Australia in this period had serious economic conse- 
quences. On the whole, the increase since 1953 has been moderate 
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Table 1. Productivity, Wages, and Prices in Australia 
(Average annual percentage changes) 





1948-49 to 1962-63 1953-54 to 1962-63 





Domestic productivity® 

(GNP at constant prices per person employed) 2.0 to 2.1 2.1 to 2.3 
Effective productivity 

(GNP at constant prices per person employed 

adjusted for changes in the terms of trade) 1.7 to 1.8 17 to 1.9 





1948-49 to 1964-65 1953-54 to 1964-65 





Nominal minimum weekly wage rate index 

(adult males) 5.1 3.1 
Nominal average weekly earnings per male 

unit equivalent 

(all industries) 6.3 45 
Consumer price index 41 2.2 





Real minimum weekly wage rates 





(3 minus 5) 1.0 0.9 
Real average weekly earnings 

(4 minus 5) 2.2 2.3 
Export price index —1.1 —1.2 
Import price index 1.9 1.1 





a. Range indicates adjustment at 1959-60 prices and 1953-54 prices, respectively. 

Note: All annual rates were derived from fitting least squares trends. Nominal wages are money 
wages in terms of current prices. 

Source: Productivity figures were derived from Commonwealth of Australia, Report of the Com- 
mittee of Economic Enquiry (Canberra, 1965), Vol. 1, Table 6.2; Vol. Il, Tables A3 and D1. Effective 
productivity figures for 1948-49 to 1962-63 were obtained by deducting the annual average 
rate of increase in the number of persons employed (1.8 per cent) for 1948-49 to 1962-63 (Table 
D1) from GNP at constant prices adjusted for the terms of trade (Table A3). All other statistics 
were taken from Reserve Bank of Australia, Statistical Bulletin (Sydney, 1948-49 to 1962-63). 





by international standards,° and the record of wage policy on 
this basis could be regarded as satisfactory. In this period, the 
unemployment rate arose above 1.5 per cent on a few occasions 
and usually for only a short time. Nevertheless, the continuing 
growth of overaward pay poses a real problem for the tribunal. 
The big unanswered question is what effect award increases, 
through their impact on overaward pay, will have on earnings. 


. Between 1953 and 1964, the percentage increases in the Consumer Price 
Index in a number of countries were as follows: United States, 16 per cent; 
Canada, 17 per cent; W. Germany, 24 per cent; Australia, 25 per cent; Nether- 
lands, 36 per cent; United Kingdom, 38 per cent; Sweden, 41 per cent; Japan, 43 
per cent; France, 57 per cent. See A. M. Ross, “Guideline Policy—Where We Are 
and How We Got There,” Table 4, in G. P. Shultz and R. Z. Aliber (eds.), 
Guidelines (Chicago, 1966), p. 134. 
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After all, it is the increase in actual earnings, not merely award 
wages, in relation to productivity which affects the price level. 
There is little doubt that increases in overaward pay have tended 
to force the tribunal to award larger increases partly to keep 
award wages in line with market rates and partly also to offset the 
price increases which may have resulted from these overaward 
payments. Thus it should not be assumed that because overaward 
pay in the private sector is only about 10 per cent of earnings® it 
can be dismissed as a minor factor in the rise in earnings. The 
increase in overaward pay is important not only because it tends 
to result directly in an excessive rise in earnings but also because, 
in order to keep up with market rates, the commission is led to 
grant bigger increases in awards and so to force the pace of 
earnings. 

It would be a great help to know with some certainty what 
forces lie behind the growth of overaward pay. Unfortunately, 
there is as yet no satisfactory explanation for this phenomenon. It 
is likely that the level of aggregate demand may have an impor- 
tant bearing on it. As the level of unemployment falls to low 
levels of 1 per cent or less and excess demand develops, either in 
the aggregate or in key sectors of the economy, and as overtime 
opportunities are fully exploited, overaward pay will tend to 
increase and to spread to a wide area of employment. The initia- 
tion and spread of overaward pay is not solely the result of union 
pressure. There is evidence that willingness of employers to offer 
overaward pay may have been just as important.’ In this respect 
the Australian experience is similar to that of many European 
countries.® But in the Australian context, the effect of its awards 
on overaward pay is of immediate concern to the commission. 

Given a high level of economic activity, what bearing does a 
particular increase in award wages have on the rate at which 
overaward pay and hence earnings increase? There are several 
possibilities. First, overaward pay could be reduced by award 


6. See chap. vii, Table 3, above. 
7. J. E. Isaac, “Wage Drift in the Australian Metal Industries,” Economic 
Beroid: a No. 94 (June, 1965), 165-166. 
8. E. H. Phelps Brown, “Wage Drift,” Economica, XXIX (November, 1962), 
350. 
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increases. Award increases would be added in full to the earnings 
of those persons who do not receive overaward pay; those whose 
overaward pay is less than the increase in the award would 
receive the difference; and the rest would be unaffected by the 
increase in awards. In other words, the overaward pay element 
would simply be absorbed by the award increase. The average 
level of earnings would in this situation rise less than proportion- 
ately to the increase in awards, and hence the wage drift as 
conventionally measured’ would be negative as a direct conse- 
quence of the increase in awards. The available evidence, how- 
ever, denies the validity of this hypothesis. 

The second possibility is for award increases to apply in full to 
all wage earners, those who receive overaward pay as well as 
those who do not, leaving the overaward element unaffected. 
Average earnings, being greater than award rates, would rise less 
than proportionately to the latter. The wage drift would again be 
negative but less so than the first case. There is some evidence 
that the immediate impact of an award increase conforms to this 
hypothesis in certain sections of manufacturing industry. But 
with a time lag, the neutrality of overaward pay in general ap- 
pears to be in doubt. 

This gives rise to the third possibility: that the increase in 
award wages stimulates overaward pay to rise also. The evidence 
in support of this hypothesis is far from conclusive. There are 


cases where overaward pay is linked on a percentage basis to — 
award wages, and here this hypothesis would apply. The exist- _ 


ence of such cases in key industries could stimulate similar adjust- 
ments in overaward pay elsewhere. But the picture is far from 


clear. What appears to be a reasonable possibility given circum- 


stances of high employment in the upward phase of activity, is 


that the smaller the increase in awards, the greater the increase in ~ 


overaward pay, and vice versa. Thus the smaller the increase in — 


awards, the greater the wage drift. It is as if a large award — 
increase reduces the capacity to pay overaward amounts. But in 


reducing or eliminating the wage drift by granting a large award 


g: The percentage change in the ratio of the earnings index to the award rates 
index 


—— ae 


ee 
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increase, the tribunal would also be making a larger contribution 
to earnings and so be encouraging costs and prices to increase. 
The choice in these circumstances would be to reduce the wage 
drift but to add to cost inflation; or alternatively, to reduce the 
impact on prices by restrained award increases but to endure a 
significant wage drift. 

These then are the various possibilities; and the evidence 
vaguely suggests that the last possibility appears to be the most 
likely one. Much more work, however, needs to be done to estab- 
lish its validity with any real confidence. Meanwhile, the commis- 
sion cannot refrain from awarding wage increases, even though 
the evidence of their economic effects is unsatisfactory. 


Possible Approaches for the Commission 


How should it proceed? The unions have suggested strongly 
and consistently that the commission should keep the real value 
of its awards at least in line with productivity. It should, there- 
fore, adjust award wages both for productivity increases and 
price changes. Consequential economic effects should be ignored. 
On this approach, the task of the commission is thus essentially to 
take a retrospective view of productivity and prices. The figures 
in Table 1 indicate that the commission and other tribunals have 
on the average failed to adjust real award wages fully to produc- 
tivity. The employers, on the other hand, have pressed for award 
wages to be so adjusted that earnings will be matched by produc- 
tivity in order to insure that prices will remain steady. Overaward 
pay should be anticipated by the tribunal and its awards should 
be correspondingly reduced. 

The unions’ proposal would keep awards closely in line with 
the prevailing level of wages and would probably minimize the 
wage drift. But it could have disastrous economic consequences 
which would raise the question whether a national wage policy of 
this kind was at all desirable. By contrast, while the employers’ 
proposal might lead to greater price stability, it would result in a 
progressively widening gap between award and actual wages. 
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This would be socially unjust and industrially unacceptable to 
those on award wages. Such a wage policy would also be point- 
less. 

Faced with proposals which offer risks of being either economi- 
cally disastrous or industrially unacceptable, the commission has 
managed to steer an intermediate course—veering closer to one 
extreme or the other in accordance with the composition of the 
commission and the relative weight that it is prepared to give to 
the economic, social, and industrial aspects of wage increases. It 
has been shown that, on the criterion of price stability since 1953, 
wage policy in Australia has not done too badly, especially when 
one bears in mind the fairly consistent low unemployment rate in 
Australia and the periodic bursts of excess demand in the econ- 
omy. Furthermore, as has been stressed, the commission has not 
been inflexible in its approach and in its procedures but has been 
prepared to introduce ways and means of doing greater justice to 
those on awards while minimizing adverse economic conse- 
quences. In addition to the simplification of the procedural ar- 
rangements in national wage cases, the introduction of the total 
wage system should put an end to the traditional automatic link 
between changes in the wages of those at the bottom of the 
occupational scale and of those of all other workers through the 
basic wage element. The lowest total wage is more truly a wage 
“floor” than the basic wage. Although similar to the American 
minimum wage in concept it is more representative of the actual 
wages of unskilled workers throughout the economy. By this 
device the commission has been able in one operation to raise the 
national minimum wage by over 10 per cent without significantly 
raising other wages at the same time. 

The commission now recognizes that the growth of overaward 
payments poses a serious problem for its wage policy.” Tradi- 
tionally, tribunals have emphasized their concern for minimum 
wages only. But in the changed setting of full employment, the 
commission has become more fully conscious of the difficulties 


10. Commonwealth Conciliation and Arbitration Commission, Tenth Annual 
Report of the President of the Commonwealth Conciliation and Arbitration 
Commission (Canberra, 1966), pp. 18-19. 
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which overaward payments bring to its determinations of award 
wages. 

The clear statement that the commission expects to be able to 
give total wage increases annually as part of the process of dis- 
tributing the gains in productivity to the workers could take some 
force out of the pressure for overaward pay. It is possible that the 
confident expectation of regular general award wage increases 
may make employers more reluctant to grant, and unions less 
anxious to press for, overaward pay increases on the scale of 
recent years. Thus, although the commission’s approach may be 
characterized as one of compromise between the extreme de- 
mands of unions and employers, it has shown willingness to mod- 
ify its procedures in order to try to insure that its decisions are 
not only acceptable to the parties but also that they will not 
impair the economic stability of the country. 

As might be expected, the commission has not lacked critics. 
Apart from the perennial complaints from unions and employers, 
academic writers have poured forth a multitude of suggestions 
and countersuggestions on wage policy." Some of these appear to 
have influenced the commission, although, as must be the case in 
this contentious area of policy, changes have come slowly. Many 
writers on the subject would probably rest content with the 
present compromise approach and with the commission’s apparent 
willingness to consider such modifications in its procedure as 
might help to stem the wage drift tide. But two important and 
conflicting proposals have been made recently which deserve 
some consideration. One such proposal, which may be called the 
radical approach, is to do away with national wage policy alto- 
gether.” It has been argued that the commission was never de- 
signed to determine policy and that it could not in any case be 
expected to administer a wage policy on the basis of only the 
minimum wages which it is empowered to fix, and further, that 
the operation of the labor market is so complex that there are no 


11. See J. E. Isaac and G. W. Ford, Australian Labour Economics: Readings 
(Melbourne, 1967), pp. 336-343. 

12. A. R. Hall, “Wage Determination and the Role of the Conciliation and 
Arbitration Commission,” Economic Record, XLIII, No. 101 (March, 1967), 
47-56. 
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effective wage policy prescriptions which the commission could 
apply with any predictable economic consequences. The most 
sensible function for the commission under these circumstances is 
to try to settle industrial disputes not on a national scale but on as 
narrow a sector as possible on a piecemeal basis. Decisions on 
each narrow sector should not be extended to the economy as a 
whole. If, however, the determination of a national minimum 
wage in the sense of a floor to wages cannot be avoided, this 
should be done with reference to economic and social considera- 
tions; but any adjustment to this wage should be confined to the 
lowest category of unskilled workers. In effect, this proposal 
means that the commission’s national wage activities will be lim- 
ited to prescribing a wage floor based on national social and 
economic considerations and will leave the rest of wages to be 
determined in a decentralized fashion as part of the process of 
settling industrial disputes. This, it is assumed, will put an end to 
general wage increases with their unpredictable economic conse- 
quences. 

There are a number of objections. To begin with, whatever 
merits this proposal may have, it is quite unrealistic to try to put 
the clock back. As was stressed at the outset, national wage policy 
has become an institutional necessity. A move to revert to decen- 
tralized wage-fixing when the institutions have operated on a 
centralized basis for a long time is likely to be resisted very 
strongly, particularly by the unions with their highly centralized — 
organizational structure. However, even if such a change were 
possible, the conventional pattern-setting force of the metal in- 
dustries in Australia would insure that changes in this industry 
are generalized within a fairly short time. The postwar history of 
wage-fixing in Australia shows clearly the futility of various at- 
tempts by the commission to prevent margins increases awarded 
for this industry from being applied also in other industries. The 
speed with which margins increases were generalized despite 
strong resistance from wage-fixing authorities is indicative of the 
strength of the pressure for centralization. Under these circum- — 
stances, it could be argued that, in a full employment economy 
fraught with the danger of cost inflation, a formal acceptance of a 
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centralized wage policy as reflected in the recent decision on the 
total wage concept, might at least help to set the tone for modera- 
tion in wage increases. The commission provides a meeting 
ground at the national level for unions, employers, and govern- 
ments to argue about the economic consequences of wage in- 
creases, and, if nothing else, its awards in effect prescribe guide- 
lines for wages. In view of the increased sophistication of the 
commission about its role and the issues involved, it is unlikely 
that this centralized arrangement will have serious economic con- 
sequences. At worst, it may do no good. 


Toward Income Policy 


The other proposal” takes the existence of the present machin- 
ery as its starting point. Since a centralized wage-fixing arrange- 
ment is unavoidable, why not make a virtue out of necessity? One 
of the main problems of full employment is that even in the 
absence of excess demands, costs and prices tend to rise. Suppose 
that by fiscal and monetary means full employment is to be 
maintained but that excess demand is avoided. In these circum- 
stances can the commission be turned to more positive value in 
moderating the forces of cost inflation? This idealistic approach 
would set the course of the commission toward what has in recent 
times been referred to as “incomes policy.” The main object of 
incomes policy is to prevent cost inflation by insuring that the 
claims to income do not exceed the size of the national product. 


) Wages are an important part of income and therefore need to be 
_ kept in check by wage policy. But this is only half the problem: 


_ the rise in other incomes, profits in particular, also needs to be 


restrained. Indeed, it may be that wage increases can only be 
kept within reasonable bounds if non-wage incomes are also kept 
in check. In other words, an incomes policy seeks to insure that 
wage policy will be effective. In the Australian context, it would 
be the means to restrain the rise in overaward pay so that wage 


13. J. E. Isaac, Wages and Productivity (Melbourne, 1967), chap. v. 
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earnings would increase at a rate consistent with reasonable price 
stability. 

To be fully effective, incomes policy may require some degree 
of direct fixation of maximum wages and prices accompanied by 
severe penalties" against breaches of such determinations. Many 
governments would find these measures justifiable only under 
conditions of extreme economic emergency, conditions which 
cannot be said to have prevailed in Australia in the postwar 
period. Moreover, the present federal Constitution prevents the 
commission from fixing maximum wage rates and the Common- 
wealth government from fixing prices. It is unlikely that in the 
foreseeable future any change in the Constitution on these 
powers will take place. Thus any approach toward incomes policy 
would have to proceed within the framework of the system of 
compulsory arbitration and would have to be based in effect on 
voluntary acceptance of the prescriptions of incomes policy on 
maximum wage and price increases by the major parties in na- 
tional wage disputes. 

What then are the prospects of developing the commission into 
an agency for administering something like an incomes policy? 
The national wage proceedings before the commission, of course, 
have some of the essential requirements of incomes policy-mak- 
ing. Representatives of unions and employers at the highest level 
plead their respective cases before an impartial tribunal. The 
Commonwealth and state governments make their submissions 
both as employers and as representatives of the general public 
interest. Evidence of national economic and social significance is 
discussed and expert witnesses are often brought in. However, a 
number of basic deficiencies exist to prevent this process from 
being an effective incomes policy machinery. 

To begin with, even if the national representatives of the un- 
ions and employers agreed on a formula for wage increases, it 
does not follow that their constituents can be forced or even 
persuaded to accept the prescribed limits to wage increases. Any 
decisions made at the national level are necessarily based on 


14. J. Pen, “The Strange Adventures of Dutch Wage Policy,” British Journal of 
Industrial Relations, I (October, 1963), 318-330. 
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overall considerations. The particular circumstances of unions 
and employers may be expected to vary, often to a considerable 
degree. It is difficult to expect a union with the power to gain, or 
an employer with the capacity to pay, larger wage increases to 
stay its hand in the “national interest” or even in its own “long- 
run” interest. For how could individual unions and employers be 
persuaded that voluntary restraint on their part would be 
matched by restraint on the part of others? Can a voluntary 
taxation policy be successful? We may expect, therefore, that 
ways and means will be found to pay overaward amounts. As 
Phelps Brown so aptly puts it, wage drift “is unamenable to 
central control.”” 

It is possible, however, that a wage policy which is acceptable 
to the Australian Council of Trade Unions will find a large meas- 
ure of acceptance from most of the important unions. The ACTU 
has developed an impressive stature as an interunion body which 
can persuade its affiliates to co-operate on many issues. In this 
respect it is well ahead of the British TUC. Wage prescriptions 
are therefore more likely to break down because individual em- 
ployers find ways and means of exceeding these prescriptions. 

Nevertheless, we may expect the degree of drift to be slowed 
down if the central representatives provide active support for the 
wage prescriptions and if an appropriate competitive environ- 
ment is promoted to discourage employers from paying over- 
award amounts too freely. Success in incomes policy is a matter of 
degree. Some slowing down of cost inflation is better than noth- 
ing. Thus while the prospects for a more effective control of cost 
inflation through the commission on an essentially voluntary basis 
should not be exaggerated, they are, nevertheless, real enough to 
be pursued and discussed. 

Immediately, the more urgent task is to establish a basis for 
obtaining the agreement and support of national union and 
employer leaders on the limits that can be imposed on wage in- 
creases. It is in this connection that the Commonwealth govern- 
_ ment could play a critical role. One of the weaknesses of the 

present proceedings before the commission is that the Common- 
| 15. Phelps Brown, “Wage Drift,” p. 353. 
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wealth government plays a limited part. Generally it merely sub- 
mits evidence on the state of the economy and points to the 
dangers of excessive wage increases. It often also makes veiled 
suggestions that there should be either a very small increase in 
wages or none at all. Such a submission is of little help to the 
commission and of no value in persuading the unions to moderate 
their demands. If anything it gives the appearance that the gov- 
ernment stands behind the employers merely to keep wages 
down without insuring that adequate restraints will also be im- 
posed on prices and profits. This is perhaps the greatest weakness 
of the present procedure. Any prospect for a move toward an 
incomes policy and a more effective influence on the course of 
wages would have to rest heavily on more positive and active 
participation by the Commonwealth government. As the agency 
controlling fiscal and monetary instruments, the government is in 
a unique position to help to integrate wage policy into its general 
economic policy. Social services benefits and tax concessions, par- 
ticularly to the lower income groups, might be an important 
inducement for greater wage restraint on the part of the unions. 
By promoting a more competitive environment through stiff legis- 
lation against restrictive practices and a tariff policy which is not 
unduly protective, employers would be discouraged from grant- 
ing overaward pay and from raising prices too readily. 

However, the manner in which national wage hearings have 
been conducted traditionally does not provide a satisfactory set- 
ting for increased government commitment. The hearings are in 
public, the parties are represented by counsel, and expert wit- 
nesses are tested by cross-examination. Although since 1956, 
when the commission discarded the traditional wig and gown of 
the ordinary courts of law, the judicial atmosphere of the hearings 
is less marked, despite this greater informality (which is largely 
due to the president of the commission) the conceptual basis of 
the proceedings is judicial. The belief that hearings in public, 
counsel, and cross-examination provide the necessary ingredients 
for a “fair trial” persists. 

Despite the early Australian belief that it was, wage-fixing is, of 
course, not a judicial matter. What is being settled is not an 
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“industrial dispute” in the ordinary sense of the term but, as is 
generally conceded by all sides, a “paper” dispute. It is essentially 
a procedure for securing a result which will be broadly accepta- 
ble to the parties and, where national considerations are involved, 
for protecting the “public interest,” however vague this last entity 
might be. On this concept, the present procedures of the commis- 
sion are not only inappropriate as such but also unsuitable for any 
active government participation. All that the government can do 
in national public wage hearings is to submit, through its counsel, 
its view of the state of the economy and of the correct principles 
that should be adopted for wage-fixing. To do more in a public 
hearing, to do the sorts of things which were outlined above, 
could be politically embarrassing and economically unwise. 
Would a government formulate its monetary policy through the 
Reserve Bank in a public hearing? The analogy may not be per- 
fect, but there is a moral in it for incomes policy. The use of law- 
yers to present the views of the parties on complex economic 
issues does not seem to be the best way of throwing light on a 
complicated subject. Furthermore, it keeps the parties apart as 
litigants rather than as participants in the task of formulating 
wage policy. Nor is the system of cross-examination an appropriate 
method of extracting information, judgment, and wisdom from ex- 
perts. Its essential purpose in the ordinary courts of law is to dis- 
credit the witness; this is also how it tends to be used in wage 
hearings. In a public hearing the heads of relevant civil service 
departments and of the central bank are excluded by this device 
from giving their views on relevant aspects of the economy, and a 
rich source of economic intelligence is kept hidden not only from 
the commission but also from the parties whose appreciation of 
the compatibility of national interest with their own self-interest 
could well be heightened by such evidence. 

Another aspect of the judicial basis of Australian national wage 
determination is the appointment to the commission as presiden- 
tial members only those lawyers who have the status of superior 
court judge. The presidential members are normally concerned 
with industrial disputes on matters in which the public interest at 
large is involved—general wage adjustments, standard hours of 
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work, long service, and annual leave are the principal ones. The 
more localized matters are handled by lay commissioners who 
have a more varied background and who are normally drawn 
from the ranks of trade union officials, industrial officers in com- 
panies, and public servants. The judicial status of the presidential 
members is signified by their title “Mr. Justice.” There is a strong 
traditional belief that only legal minds are capable of sifting 
complicated and contentious arguments and evidence and of 
making “impartial” and “fair and reasonable” judgments. This 
assumption must be questioned in the area of economic analysis. 
There are grounds for believing that in many cases members of 
the commission have not understood the more technical aspects 
of economic evidence. Often, the commission’s decisions have 
been sound, but for the wrong reasons. It is true, of course, that 
national wage issues are not merely exercises in economics—there 
are important social and industrial judgments to be made. But it 
would seem reasonable to suppose that some members of the com- 
mission should be persons with a rigorous training in economics. 

Thus the reforms which appear to be called for in the proce- 
dures of the commission are fairly simple ones and are based on 
the premise that national wage-fixing and incomes policy-making 
are not strictly judicial processes. The procedures which are ap- 
propriate for the latter may hinder the effectiveness of an incomes 
policy machinery. What is being suggested here is that the hear- 
ings on national wage, hours, and other such matters should not 
be conducted in public; that the conduct of the inquiry be made 
much more informal by requiring the parties to present their 
cases directly and not through counsel and by abandoning the 
practice of cross-examination of expert witnesses; and that 
trained economists be included in the commission. 

In the above discussion, it has been assumed, of course, that 
pressure on wages and prices arising from excess demand will be 
controlled by appropriate fiscal and monetary actions. Incomes 
policy would be a futile exercise under conditions of excess de- 
mand. But given this condition, the task of incomes policy is to 
control cost inflation by insuring that the claims on income will be 
matched by national productivity. 
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It has been stressed that the prospects for a more effective 
control of cost inflation through the commission with the changes 
in procedure suggested above should not be exaggerated. But 
they appear to be real enough to warrant serious discussion. In 
the last ten years or so, the commission has changed its outlook on 
its de facto function: its language, approach, and mode of con- 
ducting hearings have moved away from the judicial pretensions 
of the past to a more realistic appreciation of its task. It may be 
that the unions and employers organizations are now not as 
widely divergent in their approach to wage policy as might ap- 
pear from their submissions. Indeed, the employers have con- 
ceded in recent years that some increase in wages could be 
justified. This marks a big step from the traditional approach of 
employers in denying that any increase in awards could be sus- 
tained without economic difficulties. It remains for the Common- 
wealth government to take the lead on what could be a more 
effective way of restraining the course of wages and prices short 
of compulsion. Whether the government takes this lead or not 
depends ultimately on the political necessity of doing so. The fear 
that deeper involvement in wage-fixing could entail more de- 
tailed economic planning may be a discouragement to the present 
government. So long as the Australian price level rises roughly in 
line with world prices, as it has tended to do in recent years, it is 
likely that the government will move with caution on this matter. 
But the next ten years could well see some interesting develop- 
ments toward an incomes policy machinery. Unlike most other 
countries which are grappling with the problem, Australia does 
not have to start from scratch. It has had for some years the basic 
framework of such a machinery. 


an 


Metropolitan Growth 


Bruce Ryan 


Metropolitan growth in Australia is a subject for whole confer- 
ences, specific investigations, and constant review—not for a 
short article. Fortunately, however, in most urban studies the 
tendency toward shaky generalization and conventional wisdom 
has thus far avoided what some regard as the besetting quirk of 
recent Australian historiography—the short, “interpretive,” soft- 
bound (and soft-sold?) treatment of all the continent in all its 
aspects. Instead, if studies of Australian urban development suf- 
fer from any widespread, endemic disadvantage, it is rather their 
all too particular concern for individual trees in the forest. For 
example, to appreciate how diversely Australians respond to the 
problems of urban expansion, one has only to read the Proceed- 
ings of the Thirty-second Summer School of the Australian Insti- 
tute of Political Science, Australian Cities: Chaos or Planned 
Growth?,’ a report distinguished by the variety of its participants 
and the directness of their opinions. Here, in defending their 
objectives against the doubting sociologists and penny-wise 
public servants, and in protesting their own ineffectiveness, the 
city planners argued that any process so complex and comprehen- 
sive as to affect the family life, employment, standard of living, 
health, security, and everyday surroundings of 56 per cent or 
more of the Australian population required planned co-ordination 
with “overall national guidelines,” the establishment of which 
should draw the Commonwealth government into considering 
“high-level strategy before getting down to tactical details.” In 


1. Ed. John Wilkes (Sydney, 1966). 
2. Dennis Winston, “The Urban Explosion,” ibid., p. 29. 
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short, the persistent plea was for an integrated view of Australian 
metropolitan growth. 

Though accepting no such all-encompassing brief, this paper 
does attempt somewhat general answers to three general ques- 
tions. First, what are the characteristic features of Australian 
metropolitan growth? Second, which historical processes have 
contributed to this growth? Third, what present problems and 
policies for development are its results? Of these questions, the 
first is concerned with statistical dimensions and geographically 
distinctive patterns; the second tries to identify causes, origins, 
and phases; while the third concentrates on the disabilities which 
have attended largely unguided urban expansion—both within 
and beyond Australia’s metropolitan areas. In formulating these 
questions and answers, what may seem to be undue attention has 
been allotted to the work of geographers whose half-baked dol- 
lops of economic history often impair the “realism” of their work 
and reduce its potential applicability. Moreover, their studies also 
tend to avoid the empirical problem-solving approach which 
planners prefer, pursuing instead the geometrical satisfactions of 
location theory.’ On the other hand, complementary urban stud- 
ies, seeming equally impervious to geographical influences on city 
growth, flog their own hobbyhorses just as hard. In this chapter, 
therefore, the familiar prejudiced geographical source has been 
preferred to the unfamiliar prejudiced one from other disciplines. 


Definitions 


Before pondering the three questions just proposed, it is neces- 
sary to justify the restriction of “metropolitan,” in its present 
Australian context, to the six state capitals—Sydney, Melbourne, 
Brisbane, Adelaide, Perth, and Hobart. The term itself has always 
defied consistent definition, especially since geographers and stat- 
isticians began regarding a “metropolis” as any pinnacle or penul- 
timate rung of an urban hierarchy; and the word’s peculiarly 
Australian connotation does imply the exclusion of several seem- 
ingly appropriate cities from any list of Australian metropolitan 
areas. Canberra, for example, though designated “metropolitan” 


3. Peter Haggett, Locational Analysis in Human Geography (London, 1965). 


(21doad 000'001-0S) S211. O 
(a}doad 000'0S-02) sumo] O 


SITTIN UNVSNOHL INO 
SSS Ss | 


NOI Lv1ndod 


Yo, Nvdun 


2 
9 NOITIIW $-2Z-----> 


(1961 ‘jeuny) 

apiut aaenbs sad 

om} J2A0 fyisuap 
j> uolpendogf 


en puey yesozsed-oube 


SUIMTET  guesijubis ON FEE 





996r ‘samy unyvysny podiou4sg 


198 


Metropolitan Growth 199 


by the Commonwealth statistician,* has been neither the “mother- 
city” of an original colony nor the node for “long-distance 
traffic . . . that organises business for a wide metropolitan area, 
or hinterland.” Similarly, until quite recently, its lingering reli- 
ance upon Sydney, and the nearby country town of Queanbeyan, 
for the provision of crucial urban services® has lent the national 
capital an aura of artificiality and subservience at odds with the 
typically Australian conception of a metropolitan city. Darwin is 
also omitted, although the administrator of the Northern Terri- 
tory does reside there. With an enumerated population of 20,261 
in 1966, Darwin ranked only thirty-first among Australian urban 
centers (excluding the seven capital cities) and performed terri- 
torial administrative functions only faintly analogous to those of 
the state capitals. 

Three other cities—Newcastle, Wollongong, and Hobart—are 
questionable candidates for “metropolitan” status, depending on 
whether or not a multifunctional definition is applied. Both 
Greater Newcastle and Greater Wollongong have surpassed Ho- 
bart in population, yet lack the state capital responsibilities which 
render it “metropolitan”—notwithstanding the fact, reiterated so 
hopefully by advocates of a New England “new state,” that 
northern New South Wales and the Hunter Valley direct toward 
Newcastle a population and productive capacity exceeding those 
of the existing state of Tasmania. Conversely, to what extent 
Newcastle and Wollongong remain “dominated” by metropolitan 
Sydney is conjectural. In 1957-58, for example, the Port of New- 
castle was Australia’s leading cargo port and currently handles 
the nation’s highest export tonnage; since 1959-60, the major rail 
freight terminal in New South Wales has been Newcastle, han- 


4. Commonwealth Bureau of Census and Statistics, Official Yearbook of the 
Commonwealth of Australia, No. 51 (Canberra, 1965), p. 263. 

5. L. Dudley Stamp (ed.), A Glossary of Geographical Terms (London, 1961), 
Dp. 317. 

6. Herbert W. H. King, “The Canberra-Queanbeyan Symbiosis: A Study of 
Urban Mutualism,” Geographical Review, XLIV (1954), 101-118; and [O. H. K. 
Spate], “Canberra, A.C.T.,” Current Affairs Bulletin, XXXV (1964), 33-48. 

7. Commonwealth Bureau of Census and Statistics, Census of the Common- 
oe). of Australia, 30th June, 1966: Field Count Statement No. 4 (Canberra, 
1965), p. 9. 

8. J. Macdonald Holmes, “The Proposed New State of New England,” in 
Proceedings of the Spring Forum of the Australian Institute of Political Science, 
New States for Australia (Sydney, 1955), pp. 24-42. 
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dling more than twice the tonnage of its nearest rival, Wollon- 
gong; and in recent years, Newcastle has successfully challenged 
Sydney and Brisbane in supplying the northern New South Wales 
market.” 

Even Wollongong, though less securely tethered to a loyal and 
diversely productive hinterland than Newcastle, has nevertheless 
become increasingly autonomous within urban New South Wales. 
Over 70 per cent of Australia’s steel is now produced at the 
adjacent Port Kembla works of the Broken Hill Proprietary Com- 
pany, where annual capacity has risen from 400,000 tons in 1939 
to 3,500,000 tons in 1966."° Recognition as “metropolises,” how- 
ever, entails more than independence of Sydney—whatever that 
may mean. For example, if Newcastle and Wollongong are called 
“big conurbations,’ and this term is loosely or colloquially 
equated with “metropolitan districts,” are these two cities indu- 
bitably non-metropolitan? Or if Sydney’s recent “relative loss” in 
manufacturing employment “has been absorbed within the 
Wollongong—Port Kembla iron and steel complex” is Wollon- 
gong now part of Sydney, or has one metropolis superseded 
another? So many writers now refer to some increasingly inte- 
grated urban region embracing Newcastle, Sydney, and Wollon- 
gong that the term “megalopolitan New South Wales” has been 
proposed for the 170 miles of sprawling, coastal heartland in- 
volved.”* When this integration of hitherto discrete cities entails 
industrial deconcentration, as it also does in Victoria with Mel- 
bourne-Geelong-Yallourn, the process might be called metropoli- 
tan replication. 


g. R. G. Golledge, “A Geographical Analysis of Newcastle’s Rail Freight 
Traffic,” Economic Geography, a (1963), 60-61. 

10. Australia Unlimited, sup] lement to Sydney Morning Herald, July 18, 1966. 

11. Herbert W. H. King, ‘ ither Urban Geography? Some Signposts from the 
Australian Scene,” in Knut fahere (ed.), Proceedings of the IGU Symposium in 
Urea Geography—Lund, 1960 (Lund, 1962), p. 279. 

A. I. Logan, “Capital City Manufacturing in Australia,” Economic Geogra- 
sili XLII (1966), 141. 

13. Bruce Ryan, “The Dynamics of Recreational Development on the South 
Coast of New South Wales,” Australian Geographer, IX (1965), 331. 

14. As a distinct phase of Australian urban evolution, , metropolitan replication is 
almost certainly preceded by the process of duplication, described as characteristic 
of Adelaide’s southwestern extension by T. L. C. Gr iffn, “The Evolution and 
Duplication of a Pattern of Urban Growth,” Economic Geography, XLI (1965), 


133-156. 
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However, if such growth and “integrated autonomy” enhance 
certain claims to metropolitan stature, other qualities impair 
those of Hobart. Not only is the Tasmanian capital by far the 
smallest of the state metropolises (with barely one quarter the 
population of Perth, the second smallest), but in certain respects 
it ranks demographically alongside such “provincial” centers as 
Geelong, Newcastle, Canberra (soon likely to surpass it in size), 
and perhaps Townsville, the “regional capital” of North Queens- 
land. Even within Tasmania itself, Hobart’s strictly regional he- 
gemony is confined to the southeastern section of the island by 
the counterbalancing dominance of Launceston within the north- 
ern coastal lowlands, so that zones of economic and administra- 
tive authority overlap much less completely for Hobart than for 
the other state capitals. Only a hundred miles north of Hobart, 
and precisely half its size, Launceston commands a richer agricul- 
tural hinterland, looks increasingly to mainland Melbourne as its 
“metropolitan focus,” and contains the state’s busiest airport, 
major railroad repair shops, and mail distributing facilities, and 
indicatively, the head offices of the Commercial Travellers’ Club. 
Despite such resentful rivalry, however, Scott very properly ob- 
serves that no other Australian state “displays so equitable a 
population balance between metropolitan city, town, and coun- 
try,° although only the parochially imperceptive would dispar- 
age those who remain skeptical of Hobart’s metropolitan preten- 
sions.*° 

To most Australians, then, the term “metropolitan” probably 
implies certain specific functional and historic attributes of a city, 
rather than its absolute size. The metropolis would contain the 
legislative and executive seats of state government, the ultimate 
Australian courts of appeal, the headquarters and central admin- 
istrative offices of statewide or nationwide businesses and organi- 
zations, the origins of radiating interstate and intrastate transport 
routes, and international passenger terminals (though not neces- 


15. Peter Scott, “The Hierarchy of Central Places in Tasmania,” Australian Ge- 
ographer, IX (1964), 134-147. 

16. At least one recent study ignores Hobart altogether: Raymond Bunker, “The 
Metropolis in Australia,” in Readings on Urban Growth, Research Papers 3 to 7, 
Department of Geography, University of Sydney, and the Geographical Society of 
New South Wales (Sydney, 1963), pp. 18-37. 
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sarily for overseas cargo): as Arthur José summarized this 
economic and administrative centralization, “six seaports with in- 
dependent legislatures devoted to their special interests.” Histori- 
cally, on the other hand, the Australian metropolitan cities may 
retrace a common lineage—with some familial pride and shame 
—through their foundation as maritime colonial outposts of what 
the English census of 1801 described as “the Metropolis of Eng- 
land, at once the Seat of Government and the greatest Emporium 
in the known world.” Since then, the Australian metropolis has 
nurtured and announced a more intrinsically Australian way of 
life, and has focused national consciousness upon monuments and 
institutions which betray the truly metropolitan city—the cricket 
grounds and beach carnivals, Caulfield and Randwick, the agri- 
cultural exhibitions, pastoral companies, wool brokers, Associated 
Stock Exchanges, Anzac memorials, and other similarly debatable 
clues to the uncertain national temper. Such considerations seem 
to justify the present restriction of “metropolitan” to the six state 
capitals. 


Dimensions of Metropolitan Growth 


Illogically, perhaps, after so subjective a selection of cities, the 
following comparison of their historical development relies fun- 
damentally on statistical, demographic evidence, originally gath- 
ered with the utmost bureaucratic impartiality. Among the social 
sciences, however, only one of three widely current conceptions 
of “urbanization” avoids the use of quantified data—the so-called 
behavioral view which, in Lampard’s opinion, “conceives of ur- 
banization as an adjustment of personal behavior in the sense that 
it focuses on the conduct of individuals.” Though supremely 
important in explaining why people prefer city life, this concern 
about individual motives neglects both the aggregate occupa- 


17. Australia, Human ¢+ Economic (London, 1932), p. 73; —— by K. W. 
ea “Sixty Years of Federation in Australia,” Geographical Review, LI 
1961), 6. 
18. Eric E. Lampard, “Historical Aspects of Urbanization,” in Philip M. Hauser 
and Leo F. Schnore (eds.), The Study of Urbanization (New York, 1965), 
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tional components of whole cities, which the “structural” ap- 
proach emphasizes, and the ecological process of population 
concentration stressed in the “demographic” approach. In the geo- 
graphical and economic studies discussed below, “metropolitan 
growth” is approached almost inevitably in such structural or 
demographic terms. 

Tables 1 and 2 jointly illustrate the progressive concentration 
of Australian population in the state capitals, the phenomenon 
often being labeled “metropolitan dominance” or “state primacy” 
when over half the state’s inhabitants are thus accommodated. 
During the last century, an increasing share of each state’s popu- 
lation has come to reside in the state capital city, although actual 
proportions still vary much more markedly from state to state 
than the national average of 56 per cent is sometimes permitted 





Table 1. Population of Australian State Capital Cities, 1841-1966 








Sydney Melbourne Brisbane Adelaide Perth Hobart 
1841 29,937 4,479 8292 8,480? _ — 
1852 53,924 23,143 2,543 14,577¢ —_ — 
1861 95,789 139,916 6,051 18,303 = 19,449 
1871 137,776 206,780 15,029 42,744 5,244 19,092 
1881 224,939 282,947 31,109 103,864 5,822 21,118 
1891 383,283 490,896 93,657 133,252 8,447 33,450 
1901 487,900 494,129 119,428 162,261 36,274 34,626 
1911 692,925 593,237 139,480 183,900 107,100 39,957 
1921 1,029,512 782,979 209,946 249,300 115,300 52,361 
1933 1,235,267 991,934 299,748 312,619 207,440 60,406 
1947 1,645,872 1,226,409 402,030 382,454 272,528 76,534 
1954 1,863,161 1,532,145 502,320 483,508 348,647 95,233 
1961 2,183,388 1,911,895 621,550 587,957 420,133 115,932 


19662 2,444,735 2,108,499 719,140 726,930 499,494 119,415 
——— 

a. 1846. b. 1840. c. 1850. 

d. For each capital city, population figures for 1966 refer to what is defined by the Common- 
wealth Bureau of Census and Statistics as the “Metropolitan Area,” which embraces all contiguous 
census collectors’ districts having a density of at least 500 persons per square mile. These “Metro- 
politan Areas” are inclosed by, and distinct from, the partly rural “Metropolitan Statistical Di- 
visions” for which no population figures are presented here. 

Sources: 1841-1901, T. A. Coghlan, A Statistical Account of the Seven Colonies of Australasia, 
1901-1902 (Sydney, 1902), p. 543. 1911-61, Raymond Bunker, “The Metropolis in Australia,” 
in Readings on Urban Growth (Research Papers 3 to 7, Department of Geography, University of 
Sydney, and the Geographical Society of New South Wales [Sydney, 1963]), p. 19; Atlas of 
Australian Resources (Canberra, 1954—64); Commonwealth Bureau of Census and Statistics, Offi- 
cial Year Book of the Commonwealth of Australia (Canberra, various years). 1966, Commonwealth 
Bureau of Census and Statistics, Census of the Commonwealth of Australia, 30th June, 1966: Field 
Count Statement No. 4 (Canberra, 1966). 
EE 
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Table 2. Percentage of State Population in Australian State 
Capital Cities 








Sydney Melbourne Brisbane Adelaide Perth Hobart 
1861 27.3 25.9 20.1 14.4 — 21.6 
1871 27.3 28.3 12.5 23.0 20.7 18.8 
1881 29.9 32.8 14.6 37.1 19.6 18.3 
1891 33.9 43.1 23.8 41.6 17.0 22.8 
1901 35.9 41.1 23.7 44.8 19.7 20.1 
1911 42.1 45.1 23.3 45.0 38.0 21.0 
1921 49.0 51.1 27.8 50.4 46.7 24.9 
1933 51.12 54.5 31.6 53.8 47.3% 26.9 
1947 55.1 59.7 36.3 59.2 54,2 30.1 
1954 54.4 62.5 39.5 60.7 54.5 30.9 
1961 55.7 65.3 40.9 60.7 57.0 33.1 





Sources: 1871-1901, T. A. Coghlan, A Statistical Account of the Seven Colonies of Australasia, 
1901-1902 (Sydney, 1902), p. 543. 1911-47, R. Bunker, “Australia since the War: A Study of 
Economic Growth and Physical Planning,” Town Planning Review, XXXV (January, 1965), 314, ex- 
cept a, C. J. R. Linge, “Governments and the Location of Secondary Industry in Australia,” Eco- 
nomic Geography, XLIlIl (1967), 55. 1954-61, Commonwealth Bureau of Census and Statistics, 
Official Year Book of the Commonwealth of Australia, No. 51 (Canberra, 1965). 





to imply. Indeed, for the Commonwealth censuses of 1954 and 
1961, K. W. Robinson has bracketed Melbourne with Adelaide, 
Sydney with Perth, and Brisbane with Hobart, in sharing roughly 
equivalent proportions of their state’s total population—respec- 
tively, high (over 60 per cent), intermediate (54 to 58 per cent), 
and low (less than 50 per cent). Robinson admits, however, that 
even these superficial resemblances appear to be coincidental, 
reflecting as they do decidedly different conditions of develop- 
ment in the case of Melbourne and Adelaide, and quite dissimilar 
distributions of dependent, non-metropolitan population in the 
hinterlands of Sydney and Perth. And yet, as Robinson himself 
recorded in a subsequent study,” these evidently accidental par- 
allels have persisted, with the same three pairs of cities, at least 
since 1911. Before then, only two groupings are recognizable, 
Adelaide, Melbourne, and Sydney containing appreciably higher 
concentrations of their states’ populations than Perth, Hobart, 
and Brisbane: the former had substantially more than 25 per 
cent, while the latter never quite attained it. 


1g. “Processes and Patterns of Urbanisation in Australia and New Zealand,” 
New Zealand Geographer, XVIII (1962), 41-42. 

20. K. W. Robinson, “The Distinctive Character of Australian Urban Growth,” 
in Readings on Urban Growth, Figure 1, facing p. 8. 
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These historical variations reveal both the recency of Austra- 
lian metropolitan primacy, and its relentless progress in four of 
the six states. Over half the national population was living in the 
federal and state capital cities by the census of 1947; although 
Adelaide and Melbourne were paramount within South Australia 
and Victoria by 1921, Sydney had eclipsed the remainder of New 
South Wales by 1933, and Perth had achieved numerical ascend- 
ancy within Western Australia by 1947. Only Hobart and Bris- 
bane, with one-third and two-fifths of the Tasmanian and Queens- 
land populations respectively, have yet to absorb half the people 
they serve administratively, although both capital cities have 
steadily enlarged their share of this population since 1911, and 
primacy itself may still be attained. Between 1871 and 1961, the 
six state capitals collectively increased their fraction of the na- 
tional population from 25.57 per cent to 56.12 per cent, with the 
following intervening stages: 1881, 32.0 per cent; 1911, 38.0 per 
cent; 1921, 43.1 per cent; 1933, 46.9 per cent; 1947, 50.7 per cent; 
1954, 54.2 per cent.” Very tentatively, in view of the contradic- 
tory supporting data, this evolution of metropolitan dominance 
may be divided into two brief periods of outstanding growth 
during the years 1871-81 and 1947-54, and two longer periods 
of comparative stagnation covering the years 1891-1911 and 
1921-47. Of the total national population, the shift from non-met- 
ropolitan to metropolitan exceeded 6 per cent in the dynamic 
decade 1871-81, but amounted to little more than 7 per cent 
during the twenty-six years of interrupted immigration and low 
fertility between 1921 and 1947.” In later paragraphs, an attempt 
is made to account for these fluctuations. 

However remorselessly this metropolitan concentration has 
progressed over the past century, Table 2 nevertheless discloses 
shorter periods in the development of all state capitals when their 
assimilation of the non-metropolitan population has been resisted 
or reversed. In particular, Brisbane, Perth, and Hobart all main- 
tained a somewhat precarious grasp on their shares of state popu- 


21. Sources same as for Table 1. 
22. W. D. Borrie, “Increase and Decrease of Population, 1933-1947,” commen- 
tary accompanying Atlas of Australian Resources (Canberra, 1954), p. 3. 
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lations during the nineteenth century, Brisbane’s share diminish- 
ing by as much as 8 per cent during a solitary decade, Perth’s 
languishing consistently until 1891, and Hobart’s vacillating er- 
ratically until the turn of the century. In all three cases, surpass- 
ing 20 per cent of the state’s population appears to have been a 
critical threshold beyond which metropolitan pre-eminence in- 
creased almost automatically. Every Australian state capital, 
however, has grown less rapidly than the remainder of its state 
during at least one intercensual period since 1851-61, although 
Sydney alone has done so during the twentieth century—be- 
tween 1947 and 1954, when the pseudo-metropolitan cities of 
Newcastle and Wollongong expanded considerably faster and 
Sydney’s annual increment of 1.88 per cent fell below the 1.98 per 
cent for New South Wales as a whole. Throughout this postwar 
era (at least until 1961), negligible changes have also occurred in 
the proportion of South Australians resident in Adelaide, and 
with the probable exception of Melbourne, the other state capi- 
tals have slackened their retrenchment of non-metropolitan popu- 
lation. But even if such signs pointed toward some imminent 
stability of metropolitan dimensions within each state, the degree 
of primacy would remain disquieting. 


Industrial Concentration and Commercial Leadership 


Unfortunately, the demographic data used to compile the five 
tables presented in this chapter contain several unavoidable 
breaks in strict continuity from census to census, and suggest the 
use of auxiliary evidence in assessing metropolitan growth. To 
overcome this dilemma, Australian geographers have resorted to 
comparisons of industrial concentration and commercial leader- 
ship. Their findings not only confirm the general pattern of 
capital city supremacy already depicted demographically but em- 
phasize the even more crucial role of certain cities in particular 
sectors of the national economy. It is obvious enough that, even 
with so thinly settled a rural backdrop as Australia’s, the metro- 
politan share of manufacturing employment would exceed its 
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share of population; but the extent of this excess has sometimes 
aroused near-anguish—and not only among the self-confessedly 
downtrodden rural malcontents.” In 1963, for example, as Linge 
has shown,” Melbourne accounted for 65.6 per cent of Victoria's 
population, 81.5 per cent of its manufacturing employment, and 
80.7 per cent of its manufacturing production by value. In 
Queensland, where Linge generously credits the capital with 44.7 
per cent of the state's 1963 population, non-primate Brisbane 
employed 59.6 per cent of those engaged in manufacturing. 
Though equally characteristic of the other metropolitan cities, 
this 15 per cent discrepancy between population and manufactur- 
ing industry is largely predictable and reveals nothing of the 
“labor-intensity and productivity values” which Linge regards as 
better diagnostic indicators of the significance of manufacturing. 
To compute such an “intensity index” for each metropolitan 
area, he combines three identically weighted ratios—the number 
of workers in manufacturing to total labor force; the number of 
workers in manufacturing to total population; and the value of 
factory production per head of total population. Against a result- 
ant Commonwealth average of 100.00, the 1959-60 intensity rat- 
ings for each of the state capitals were as follows: Sydney, 148.36; 
Melbourne, 143.85; Adelaide, 121.00; Hobart, 93.16; Brisbane, 
77.87; and Perth, 74.99.” While the location of chemical and 
metal processing plants outside their metropolitan statistical 
boundaries certainly reduces the apparent industrial stature of 
Hobart and Perth as depicted by these indexes, it does nothing to 
hide the industrial pre-eminence of Sydney and Melbourne 
among the Australian capital cities. 

Industrial specialization within certain cities, and the related 
concentration of company control, provide complementary clues 
to the direction and distinctiveness of Australian metropolitan 
growth. Not unexpectedly, Sydney and Melbourne display what 
Logan defines as a more “mature industrial profile” than the other 


23. J. B. Condliffe, The Development of Australia (Sydney, 1964), pp. 61-63. 
24. G. J R. Linge, “Governments and the Bene of Coco ects in 
Australia,” Economic Geography, XLIII (1967), 
25. G. J. R. Linge, “The Location of Man eens in Australia,” in Alex 
iter (ed.), The Economics of Australian Industry (Parkville, Vict., 1963), pp. 
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capital cities,” having relatively fewer workers in such consumer- 
oriented and comparatively unsophisticated activities as saw- 
milling and food-processing, but enjoying considerable strengths 
in at least thirteen of the nineteen “major industrial groups” 
classified in the 1961 census. By contrast, on the basis of Logan’s 
theoretically normative distributions of industrial workers, Ade- 
laide and Hobart are deficient in fourteen of these groups, Bris- 
bane in ten, and Perth in seven, although four of Perth’s “sur- 
pluses” are acutely minimal. Moreover, aided by these extremely 
localized, captive urban markets, the sheer distance between 
competitive centers of production insures that each will supply 
itself with many manufactured items. Deviations from this pat- 
tern into industrial specialization have usually concerned either 
Melbourne or Sydney, where market thresholds are more accom- 
modating, existing economies of scale more tolerable, and the 
imposition of protectionist tariffs during the nineteenth century 
has enabled certain industries to gather geographical momentum 
—notably Victoria’s production of textiles, boots and shoes, cloth- 
ing, and agricultural machinery—although the effectiveness of 
such measures has been questioned.” Nevertheless, whatever the 
causes, distinctive industrial specializations now help propel Aus- 
tralian metropolitan growth, and may well guide its future course 
more importunately than industries equipped for survival in 
wider economic latitudes. According to Logan’s deflated formula 
for comparing degrees of industrial specialization, Hobart is espe- 
cially prominent in the extraction and refining of non-ferrous 
metals, although Sydney and Adelaide share its general impor- 
tance within the larger sphere of founding, engineering, and 
metalworking. Whereas Brisbane is most specialized in food- 
processing, Perth outshines the other state capitals in its emphasis 
on bricks, cement, glass, and other building materials. Adelaide 
outranks the others in motor vehicle assembly and the production 
of metal pipes and tubes. As expected, the greatest diversity of 
specialized manufactures is sustained by Melbourne and Sydney 


26. Logan, “Capital Sa Manufacturing,” p. 142. 
27. Ibid., pp. 143-144, but cf. W. M. Corden, “The Tariff,” in Hunter, Econom- 
ics of Australian Industry, pp. 184-185. 
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—the former emphasizing boots and shoes, clothing, knitted 
goods, jewelry, plastic products, rubber goods, and an assortment 
of mechanical instruments; the latter emphasizing chemicals, 
paints, paper and paper products, founding engineering and met- 
alworking, skins and leather, and, quite explicitly, what the cen- 
sus concedes to be “other manufacturing.” 

Whether or not these industrial specializations are somehow 
irresistibly self-perpetuating, and to what extent two state capital 
cities really dictate the pace of industrial proliferation in four 
others, can never be settled with any finality—Australians being 
such partisan supporters of their own home states. And Australian 
geographers, being grass-roots scholars only in a very literal 
sense, have tended to neglect the king-makers and company 
directors responsible for so many of the location patterns which 
they investigate. Among several recent exceptions, however, is 
an attempt to analyze the interstate web of commercial control 
by comparing the concentration of company “ownership-man- 
agement” in the six metropolises and tracing its geographical 
ramification into other states.* Confining his attention to the 
headquarters locations and total assets of the “top 1,000 compa- 
nies in Australia and New Zealand” (both severally and collec- 
tively, and in such arbitrary categories as “trading,” “investment,” 
“life insurance,” “entertainment,” “building,” “transport,” and 
“production”), Johnston has computed “location quotients” 
which relate (1) the percentage of these aggregate company 
assets controlled from a particular city to (2) the percentage of 
Australia’s population resident within that city. A ratio of 1.00 
therefore indicates parity, whereas Sydney’s location quotient of 
3.92 for the control of assets in “investment companies” indicates 
a degree of concentration almost four times higher than the basal 
national average. By further processing Johnston’s own data, 
overall location quotients in corporate assets in all enterprises 
have been calculated for each metropolis, and these appear in 
column 5 of Table 3. 

28. R. J. Johnston, “Commercial Leadership in Australia,” Australian Geogra- 
pher, X (1966), 49-52. Factually, the study relies entirely on “A Directory to the 


Top 1,000 Companies in Australia and N. Z Z., 1964,” a supplement to the Auséra- 
lian, October 26, 1964. 
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Table 3. Characteristics, Assets, and Control of Companies, by State 
Capital Cities 





1 2 3 4 5 6 7 8 
Propor- 
tion of  Propor- Capi- _In-state 
Aus- tion of Ratio of tal’s — propor- 
tralian Australian Location production control tions of all 
popula- assets quo- assetsto of state factories 
Location of Total com- tion controlled tients non- factories controlled 
company pany assets  (per- (per- (per- production (per- (per- 
headquarters controlled centage) centage) centage) assets centage) centage) 
Sydney £7,150,877 20.8 49.72 2.39 1:3.85 69.9 65.6 
Melbourne 6,223,885 18.2 43.28 2.38 1:1.80 74.8 47.0 
Brisbane 203,730 5.9 1.42 0.24 1:0.68 15.8 63.2 
Adelaide 394,388 5.6 2.74 0.49 Vi22e 28.4 59.6 
Perth 118,705 4.0 0.83 0.21 1:1.78 29.0 97.9 
Hobart 44,116 1.1 0.31 0.28 1:1.50 6.9 100.0 
Other Australian cities 244,662 44,4 1.70 0.04 1:0.32 — oo 





Source: R. J. Johnston, ‘Commercial Leadership in Australia," Australian Geographer, X (1966), 
49-52. 


In other columns, tentative indicators of the magnitude, char- 
acter and distribution of company control are listed alongside 
column 1, which gives the metropolitan or “other Australian” 
locations of company headquarters, whether ownership is exclu- 
sively Australian or not. The total company assets controlled from 
these headquarters locations are enumerated in column 2, values 
being in thousands of pounds (Australian) for the 1963 financial 
year. The next two columns specify the percentages used to 
calculate the location quotients in column 5: column 3 shows the 
percentage of the total Australian population resident in each 
company headquarters location at the 1961 census, while column 
4 discloses the percentage of all company assets controlled from 
the same headquarters locations. Johnston’s own collation of data 
reappears as column 6, where a ratio is expressed between the 
value of any city’s “production” assets and the complementary 
value of its “non-production” assets: companies classified here as 
“production” are engaged in such primary and secondary indus- 
tries as agriculture, mining, engineering, and textiles, whereas the 
“non-production” category includes such tertiary services as 
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finance, insurance, transport, and oil exploration. The last two 
columns give the percentage of all factories in each state that are 
controlled from its capital city (column 7) and the percentage of 
all factories controlled by each capital that are located in the 
same state (column 8): thus, for example, Hobart-based compa- 
nies control only 6.9 per cent of all Tasmanian factories (7), but 
100.0 per cent of these factories controlled from Hobart are 
within Tasmania (8). 

Despite its perhaps outrageous claims to precision, its omissions 
and implicitly fallible source, Johnston’s survey does blithely offer 
a quantitative basis for comparing certain otherwise recondite 
effects of Australian metropolitan growth. Even more strikingly 
than the preceding industrial analysis suggested, Melbourne and 
Sydney monopolize the commercial scene, their company man- 
agements controlling no less than 93 per cent of the total assets in 
Australia’s biggest 887 companies—although the extent of this 
control shrinks to a mere 79.5 per cent in oil exploration (some- 
what balanced, no doubt, by a 98.3 per cent interest in life 
insurance ).” Yet for all their braggart rivalry, the two cities enjoy 
reciprocal rather than conflicting spheres of dominance, with 
Melbourne clearly leading in “production” enterprises, and Syd- 
ney confounding the pundits by emerging as Australia’s financial 
center.’ Melbourne-based companies also control more factories 
in every state of the Commonwealth except New South Wales, 
where their decisions govern only 25 per cent of them; and in a 
curious reversal, many of the very industrial specializations sup- 
posedly peculiar to Sydney appear to be the property of Mel- 
bourne firms. Among the smaller metropolitan cities, very few 
location quotients exceed unity—for building, oil exploration, 
and mining in Brisbane; for motor vehicles, trading, and transport 
in Adelaide; for oil exploration in Perth and food-processing in 
Hobart—and factory control diminishes very markedly with pop- 
ulation. 


2g. Ibid., 

30. How. Net came came to be regarded conventionally as “Australia’s financial 
capital” is briefly discussed in Logan, “Capital City Manufacturing,” p. 144, and 
K. W. Robinson, “Sixty Years of Federation in Australia,” Geographical Review, 
LI (1961), 1-20. 
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Normal Primacy versus the Rank-size Rule 


Though merely the present, transitory results of historical 
urbanization, these characteristics of Australian metropolitan con- 
centration already conform to few other national patterns or theo- 
retical norms. For this reason, any attempt at charting a course 
for Australia’s urban future is baffled by the lack of suitable 
overseas precedent. Looking for premonitions among the almost 
inevitably North American or European “prototypes” is, in this 
instance, futile: in the radically polar tendencies of its population 
distribution, Australia leads the rest of the world. Moreover, sev- 
eral “northern hemisphere” theories or formulations of “typical” 
urban development lack general validity under Australian condi- 
tions, despite their potential practical relevance—what becomes 
accepted as theoretical normality is often transformed (by the 
mysterious semantics of journalism, or Hansard) into actual na- 
tional polity. Witness the influence of the demographers in es- 
tablishing Australian immigration targets, or the scientific 
imperatives behind the spread of myxomatosis. Similarly, for any 
attempt to devise some proper relationship between metropolitan 
cities and their rural hinterlands—that is, to curtail or direct 
future metropolitan growth—certain geographical models of 
urban development provide yardsticks against which to measure 
the implications of alternative policies of decentralization. How- 
ever, neither the “functional urban hierarchy” posited by Walter 
Christaller, August Lésch, Brian J. L. Berry, and others” nor the 
empirically confirmed “rank-size rule” should be revered as sac- 
rosanct paragons from which the Australian situation is per- 
versely and shamefully deviant. 

The first of these formulations, the “functional urban hier- 
archy,” ranks towns and cities in quite discrete classes according 
to the range or combination of commercial and “service” func- 
tions they perform. Since smaller centers command only a modest 

31. Brian J. L. Berry and Allan Pred, Central Place Studies: A Bibliography of 
Theory and Applications (Philadelphia, 1961). 


32. Charles T. Stewart, Jr., “The Size and Spacing of Cities,” Geographical Re- 
view, XLVIII (1958), 222-245. 


Metropolitan Growth 213 


level of customer support from their own inhabitants and those of 
the surrounding tributary area, they depend upon successively 
larger centers for increasingly more specialized services—upon a 
district nurse in a neighboring village, upon a community hospital 
in some larger town, and upon an eye bank or brain surgeon in 
the nearest metropolitan city. Logically, therefore, this hierarchy 
of functions is associated with a hierarchy of urban population- 
size, and with geometrical regularities in the spacing and linkages 
between urban centers in a region.” In Australia, however, dis- 
tances between centers of equivalent size no more conform to 
theory than the ratios of larger to smaller towns, and the concept 
of a functional urban hierarchy has been legitimately neglected in 
current appraisals of metropolitan dominance. As Rose has ob- 
served,™ Australian country towns seldom remain very dependent 
functionally upon neighboring towns belonging to a higher class 
in some urban hierarchy, but deal directly, for business of all 
kinds, with the more remote state capital cities. Consequently, in 
Rose’s view, the “normal” non-metropolitan center rarely exceeds 
thirty thousand in population, and the degree of metropolitan 
influence extends virtually unabated to its geographical limits. 
Given such gaps in the spectrum of town sizes, and given such 
instinctive gravitation toward the metropolitan cities, the possi- 
bility of resuscitating rural service centers by creating a func- 
tional urban hierarchy has hardly been broached. Instead, several 
Australian geographers have recently contended that the asser- 
tion of primacy by state capital cities, and the concomitant stag- 
nation of country towns, is a more natural and “normal” pattern 
of settlement evolution in “countries or areas subjected to coloni- 
zation processes by peoples with advanced technologies.”” 

For the second theoretical formulation mentioned above, what 
the “rank-size rule” could imply for the redistribution of urban 
population has been explored by K. W. Robinson,” not in order to 


33. The historical maturation of an urban hierarchy is broached in Paul Wheat- 
ley, ““What the Greatness of a City Is Said to Be’—Reflections on Sjoberg’s 
‘Preindustrial City,’ ’” ” Pacific Viewpoint, IV (1963), 163-168. 

34. A. James Rose, “Dissent from Down Under: Metropolitan Primacy as the 
Normal State,” Pacific Viewpoint, VII (1966), 2. 

35. Ibid., pp. 18-19. 

36. “Australian Primate Cities and the Problem of Decentralization,” Proceed- 
eg the Fifth Meeting, Institute of Australian Geographers (Sydney, 
19) 
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advocate any hopelessly doomed scheme bent on casting Austra- 
lian cities into harmonic or other regular rank-size progression, 
but to suggest precisely how stunted the growth of smaller cities 
and towns may seem to many an overseas observer. Since the 
indicators of metropolitan primacy presented earlier in this chap- 
ter do not reveal the way in which primate cities dwarf all others, 
except by implication, Robinson’s approach therefore repairs this 
omission. According to G. K. Zipfs widely quoted rendition, for 
which he claims empirical verification, the rank-size rule states 
that “if all towns in a region are arranged in descending order by 
population, the size of the rth town is 1/r the size of the largest 
town, according to the series 1, 1/2, 1/3, 1/4, . . . 1/r."" That 
is, provided the “region” is delineated judiciously, its twentieth 
city in rank should contain one twentieth the population of its 
largest city. 

In comparing this progression with Australian reality, Robinson 
first considers the continent as one whole “region,” and then 
appraises the states as separate “regions,” in the first case confin- 
ing his attention to the fourteen Australian cities containing 
50,000 inhabitants or more at the 1961 census, and in the second, 
examining all towns and cities with populations exceeding either 
5,000 (Tasmania), 10,000 (Western Australia, South Australia, 
and Victoria), 18,000 (New South Wales), or 50,000 (Queens- 
land ), imposing these thresholds in order to obtain enough cen- 
ters for comparison. After determining the “deviations” of actual 
city size from expected city size, rank for rank, indexes of devia- 
tion and change are calculated, respectively revealing (1) the 
percentage of urban residents (in all the ranked centers) who 
would be obliged to shift from one city to another if “perfect 
correspondence” between the existing urban hierarchy and the 
rank-size rule was to be achieved, and (2) the degree of popula- 
tion growth or retrenchment necessary to attain this “perfect 
correspondence” between actual and expected city sizes. For Aus- 
tralia as a whole, such optimizing (and optimistic! ) adjustments 
would entail a removal of abode for 18.9 per cent of the 6.56 


37. Stewart, “The Size and Spacing of Cities,” p. 22; see also G. K. Zipf, 
National Unity and Disunity (Bloomington, Ind., 1941), passim. 
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million urbanites involved, 47 per cent of Melbournians heading 
for lesser towns disagreeably remote, 14 per cent abandoning 
Adelaide, 7.5 per cent Sydney, and 4 per cent Perth. Conversely, 
to maintain their present rank orders, Brisbane would need to 
expand by 8.2 per cent, such already substantial, middle-ranking 
cities as Wollongong and Geelong by over 100 per cent, and such 
lower-ranking centers as Launceston, Canberra, Ballarat, and 
Townsville by more than 200 per cent. Altogether, the aggregate 
population of these fourteen cities would have to increase by 
116.5 per cent, compared with which the indexes of change re- 
quired for certain other “primate” countries to achieve their own 
internal “perfect correspondences” appear trifling:* 


Index of Index of 

deviation change 
Australia 18.9 116.5 
Italy 9.3 8.8 
Canada 9.3 11.5 
Netherlands 10.5 12.0 
France 20.2 26.0 
Brazil 16.1 45.1 
Mexico 24.3 45.9 


Were the individual Australian states to seek conformity with 
the rank-size rule, even greater relative internal migrations of pop- 
ulation would be compulsory. Though least dominated by their 
capital cities, Queensland and Tasmania would have to increase 
their urban populations by 86.3 and 94 per cent, respectively. 
Among the other states, where primacy approaches the pano- 
ramic, such obligatory increases would range between 309.3 per 
cent for Western Australia and 551 per cent for Victoria, and four 
out of every ten families would be uprooted for transplanting 
elsewhere. However, since the rank-size rule does (or did) resem- 
ble the urban hierarchy of the United States, and since so much 
of Australian city-planning practice remains what Robin Boyd has 
called “an austerity version of the American dream,” Robinson is 

38. Robinson, “Australian Primate Cities,” pp. 6-8. Indexes for these countries 


are computed for different years between 1947 and 1961. 
39. The Australian Ugliness (Melbourme, 1963), pp. 78-79. 
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perfectly justified in undermining so thoroughly any prospect of 
imitation. Instead, he enters a plea for the closer scrutiny of 
certain “dislocating factors” largely responsible for the evolution 
of Australian urban nuclei into a predestined “collection of pri- 
mates.” 


Origins and Phases of Metropolitan Growth 


Although historical processes of urbanization cannot be readily 
reversed, however wistfully an urban society may yearn to relive 
its mythical bush origins, sorting out these processes at least 
dispels some of the myths and sometimes, by clarifying the causes 
of previous metropolitan aggrandizement, insures that some mis- 
takes are not repeated. In its Australian context, however, metro- 
politan growth has been too strikingly precipitate, too extreme, 
and compressed into far too short a period for the veracity of 
those studying it; the issues and events are so beguilingly sharp 
and so apparently manageable that the temptation is almost over- 
whelming to produce the all-encompassing rationale, to become 
the Toynbee, Turner, or Mackinder of Australian urbanization. 
Fortunately, lack of space forbids any such attempt here, al- 
though the writer may at least be numbered among the false 
prophets—an honorable and occasionally eminent company. 

What follows merely summarizes the opinions of others, 
grouping their somewhat random “explanations” of metropolitan 
growth into four arbitrary and overlapping categories. First, 
many such diagnoses stress what might be called the forces of 
attraction which entice people to settle in a metropolitan city and 
remain there—forces emanating from the metropolis itself, and 
favoring centralization or concentration of such personal incen- 
tives as employment, power, wealth, and higher standards of 
living. Second, forces of repulsion operate in other areas, expel- 
ling people who ultimately au gment the population of some state 
capital city; the “drift to the cities” and immigration programs are 
two of the intervening processes involved, each illustrative of the 
co-ordinated interplay of attractive/repulsive forces. Third, what 
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Pred calls the “circular and cumulative process of industriali- 
zation and urban-size growth” seems to subsume many of the 
forces of momentum mentioned below—the multiplier, historical 
inertia, and Myrdal’s “perpetuation of economic concentration.” 
Fourth, and the view is not completely cynical, Australia has 
been the passive victim of urbanization by default: at a time 
when many more provincial cities might have germinated, indif- 
ference to the possibility assured the ultimate primacy of the 
present metropolitan cities. By relating these proposed explana- 
tions—when appropriate—to the demographic trends depicted in 
Figure 1 and Tables 4 and 5, it is hoped that the effectiveness of 
particular urbanizing factors and the phases of metropolitan 
growth may be compared, or even provisionally integrated. 

The recognition of such phases is doubly important—especially 
when many geographers disregard historical perspectives—be- 
cause certain decisive influences on urban growth were quite 
ephemeral, and the achievement of virtually self-sustaining 
growth cannot be precluded. On the other hand, some “forces of 
attraction” have proved very durable indeed, particularly those 





Table 4. Australian State Capital Cities: Population Changes by In- 
tercensual Periods, 1841-51 to 1961-66 











Sydney Melbourne Brisbane Adelaide Perth Hobart 
1841-51 23,987 18,664 1,705 6,097° —_ — 
1851-61 41,865 116,773 3,517 3,726¢ _ — 
1861-71 41,987 66,864 8,978 24,441 _ — 357, 
1871-81 87,164 76,167 16,080 61,120 578 2,026 
1881-91 158,344 207,949 62,548 29,388 2,625 12,332 
1891-1901 104,617 3,233 25,771 29,009 27,827 1,176 
1901-11 205,025 99,108 20,052 21,639 70,826 5,331 
1911-21 336,587 189,742 70,466 65,400 8,200 12,404 
1921-33 205,755 208,955 89,802 63,319 92,140 8,045 
1933-47 410,605 234,475 102,282 69,835 65,088 16,128 
1947-54 217,283 305,736 100,290 101,054 76,119 18,699 
1954-61 320,227 379,750 119,230 104,449 71,486 20,699 
1961-664 247,713 249,965 131,506 146,481 75,564 9,198 

a. 1846-51. b. 1840-50. c. 1850-61. 


d. Intercensual change by “Metropolitan Areas”; see Table 1, note d. 
Sources: Same as for Table 1. 





4o. Allan Pred, “Industrialization, Initial Advantage, and American Metropoli- 
tan Growth,” Geographical Review, LV (1965), 158-185. 
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Table 5. Australian State Capital Cities: Average Annual Percentage 
Changes in Population by Intercensual Periods, 1841-51 to 1961-66 











Sydney Melbourne Brisbane Adelaide Perth Hobart 

1841-51 8.01 41.67 41.14¢ 7.19% _ _ 

1851-61 7.76 50.46 13.83 Deas _ _— 

1861-71 4.38 4.78 14.84 13.35 _ —0.18 
1871-81 6.33 3.68 10.70 14.30 1.10 1.06 
1881-91 7.04 7.35 20.11 2.83 4.51 5.84 
1891-1901 2.73 0.07 2.75 2.18 32.94 0.35 
1901-11 4.20 2.01 1.68 1.33 19.53 1.54 
1911-21 4.86 3.20 5.05 3.56 0.77 3.10 
1921-33 1.66 2.22 3.56 2.11 6.65 1.28 
1933-47 2.37 1.68 2.43 1.59 2.24 1.90 
1947-54 1.88 3.55 3.55 3.77 3.98 3.48 
1954-61 2.45 3:52 3.38 3.90 2.92 3.10 
1961-664 2.25 2.69 4,48 5.05 3.56 1.67 

a. 1846-51. b. 1840-50. c. 1850-61. 


d. Average annual intercensual growth rate for “Metropolitan Areas”; see Table 1, note d. 
Sources: Same as for Table 1. 





drawing their strength from the centralizing tendencies of state 
government, company bureaucracies, and radial, state-sponsored 
transportation networks. The recurrent coincidence of capital 
city, principal colonial market, main international shipping port, 
and coastal focus of inland transport has promoted metropolitan 
primacy in no uncertain terms, facilitating as it has the agricul- 
tural export economies of separate states by funneling their prod- 
uce through one pre-eminent outlet. When any single organizing 
nucleus failed to emerge (and the latitudinal railroads of Queens- 
land certainly feed ports other than Brisbane), metropolitan pri- 
macy was not guaranteed. Brisbane has also suffered the disabili- 
ties imposed on a state capital city by an eccentric situation 
within both its jurisdictional territory and, to a lesser degree, the 
agro-economic core of Queensland. Though just as anomalously 
located for administration, Perth and Adelaide at least command 
the only densely settled, agriculturally productive corners of their 
states.* 

In its guise as a leading and indomitable “force of attraction” 
for metropolitan growth, state “economic regionalism” has been 


41. Robinson, “Processes and Patterns,” pp. 42-43. 
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critically re-examined by geographers and others in recent years. 
Even during the reformist, reconstructionist clamor for regional 
“community” development which followed World War II, it was 
freely admitted—often in derogatory language—that “the Aus- 
tralian economy is centralized by states,” and successive com- 
mentators have echoed the admission. K. W. Robinson, for exam- 
ple, has carefully traced the persistence of distinctive geographi- 
cal “personalities” among the states since federation, despite a 
propensity toward unification,“ while Albert J. Robinson has 
linked urban concentration with the advantages of compact 
state economic regionalism.“ Doubts and dissident opinions have 
also been expressed however, occasionally by those who distrust 
any uncritical acceptance of statistical regularity based on what 
Rose has called the “political hazard” of unstable state jurisdic- 
tions,” and more frequently, by a handful of geographers con- 
cerned with the effects of an intervening state border on the 
metropolitan orientation of adjacent areas. Specific studies have 
tried to measure the antagonistic gravitational attractions of Syd- 
ney, Melbourne, and Brisbane across the borders shared by New 
South Wales with Victoria and Queensland, by resorting to such 
tokens of social and economic bias as rail freight movements,” 
destinations of railroad passengers, and banking connections,” 
the circulation of metropolitan newspapers, and wholesale pur- 
chasing patterns.“ Though unanimity remains elusive, most of 
these investigations reveal varying degrees of encroachment upon 


42. J. Macdonald Holmes, The Geographical Basis of Government (Sydney, 
1944), chap. ii. 

43. “Sixty Years of Federation,” pp. 11-18. 

44. “Regionalism and Urbanization in Australia: A Note on Locational Empha- 
sis in the Australian Economy,” Economic Geography, XXXIX (1963), 149-155. 

45. Rose, “Dissent from Down Under,” pp. 14-15. 

46. Robert H. T. Smith, “Transport Competition in Australian Border Areas: 
a ages of Southern New South Wales,” Economic Geography, XXXIX 

1963), 1-13. 

pe R. S. Mathieson, “The Validity of Reilly’s Law in Australia—Some Prelimi- 
nary Considerations,” Australian Geographer, VII (1957), 27-32, and “Socio-Eco- 
nomic Contact in the Melbourne-Sydney Penumbral Zone,” Australian Geographer, 
VII (1958), 97-102. 

48. E. R. Woolmington, “Metropolitan Gravitation in Northen New South 
Wales,” Australian Geographer, IX (1965), 359,376. 

49. I. R. McPhail and E. R. Woolmington, “Changing Functions of the State 
Border as a Barrier to Brisbane Influence in Northern New South Wales,” 
Australian Geographical Studies, IV (1966), 129-153- 
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New South Wales by Melbourne and Brisbane interests. Any 
extremist view of state economic regionalism is thus repudiated, 
although Sydney’s sphere of influence does demonstrably over- 
flow the theoretical limits predicted by such a gravity model as 
Reilly's Law, which supposes that a small town situated between 
Sydney and Melbourne will share its external trade with them in 
direct proportion to their populations and in inverse relation to 
their remoteness. 

On the whole, “forces of repulsion” have sustained metropoli- 
tan growth more intermittently than the “forces of attraction” 
exemplified above. Both the flow of immigrants from Europe and 
the depletion of Australia’s rural population have been dampened 
or accelerated quite suddenly by economic prosperity and similar 
variables.” During the early 1890's and 1930's, for example, in- 
dustrial disputes and economic recession temporarily retarded 
immigration, and as Table 5 discloses, distinctly reduced the 
growth rates of the state capitals, which immigrant settlers from 
urban European societies have always preferred to the less allur- 
ing outback. To consider what “repulsions” have turned Austral- 
ia’s immigrants from their former homelands, however, would 
invoke controversies too complex for attention here, despite the 
major contributions of these settlers to urban growth, and despite 
the perplexing “zones of immigrant assimilation” that now form 
integral parts of every metropolis.” Even within Australia, the 
mechanisms of rural depopulation are scarcely better understood, 
and its very relevance as a factor in urbanization demands sur- 
prisingly careful enunciation. Among observers, two questions 
appear to have been paramount: has a reduction of farm labor 
materially enhanced metropolitan growth, and why have so few 
provincial or other submetropolitan cities emerged to rival the 
state capitals and check their rampant primacy? Both questions, 
though implicitly assuming the existence of “repulsive forces,” 
have provoked ambiguous and almost contradictory answers. 


50. W. D. Borrie, “The Peopling of Australia” (G. J. Cohen Memorial Lecture, 
University of Sydney, 1958), reprinted in H. W. Amdt and W. M. Corden (eds.), 
The Australian Economy (Melbourne, 1963), pp. 101-123. 

51. J. Zubrzycki, “Immigration,” commentary accompanying Atlas of Austra- 
lian Resources (Canberra, 1959). 
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Whereas Brennan maintains that “this concentration of popula- 
tion has not come about by a drift from the countryside to the 
cities, which was so much a feature of urbanization in other 
countries,’ Albert J. Robinson claims that “the labor made sur- 
plus by agricultural progress migrated to the towns and cities to 
produce the manufactured goods and services for which higher 
incomes provided the demand.”” But since neither contention is 
specific to period or place, each may have some validity if so 
confined. Between 1861 and 1900, for example, and for Queens- 
land, New South Wales, and Victoria in aggregate, Butlin dis- 
putes what he dubs the “traditional” Australian assumption by 
arguing that “the process of urbanisation did not depend on a 
slackening in growth of numbers occupied in agricultural and 
pastoral industries.” Nor does Sheppard find much rural depop- 
ulation in New South Wales before 1921,” although its South 
Coast regional component declined absolutely in population dur- 
ing the two preceding decades, by approximately 1 per cent 
annually.” 

Similar equivocation also weakens several general explanations 
of country town stagnation that neglect the precise details of its 
location, duration, and degree, although fanatical attention to 
such details does harbor the equal and opposite danger of proof 
by discreetly selected examples. However, among many circum- 
stances militating against the emergence of big regional centers, 
some have attracted almost universal acknowledgment—the vir- 
tual restriction of agriculture to the effective hinterlands of capi- 
tal cities in the better-watered southeastern and southwestern 
corners of the continent; the uneven and costly dispersion of 
industrial raw materials and other natural resources; the concur- 
rent and parallel expansion of settlement and the transportation 
network during the nineteenth century, which hampered the pos- 


52. T. Brennan, “Urban Communities,” in A. F. Davies and S. Encel (eds.), 
Australian Society—A Sociological Introduction (Melbourne, 1965), p. 298. 

53. “Regionalism and Urbanization,” p. 153. 

54. N. G. Butlin, Investment in Australian Economic Development, 1861-1900 
(Cambridge, 1964), p. 182. 

55. June A. Sheppard, “Rural Population Changes in New South Wales, 
1921-1954,” Australian Geographer, IX (1964), 156-163. 

56. Bruce Ryan, “The South Coast of New South Wales: A Regional Survey of 
Urban Growth,” Business Archives and History, VI (1966), 132-165. 
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sibility of regional autonomy by minimizing isolation from metro- 
politan ports, and by encouraging the mobility of labor; and the 
prompt mechanization of farming, which acted with environmen- 
tal and other factors in ruining any prospect of a densely settled, 
subsistence peasantry.” 

For every Australian metropolis except Hobart, the graphs in 
Figure 1 reveal two principal phases of population growth, the 
first maintaining rates very consistently and often substantially in 
excess of 4 per cent annually, and the second just as invariably 
running below 4 per cent. Between the two phases, conspicuous 
breaks of slope have usually occurred between 1881 and 1901, 
although Melbourne’s growth initially abated as early as 1861 and 
Sydney's peculiarly even expansion lessened appreciably only 
after 1921. These curves not only embody certain “forces of mo- 
mentum” but possibly calibrate the effect of what Butlin portrays 
as a “profound structural change” and “basic re-orientation of the 
economy which accompanied urbanization between 1860 and 
1900 and brought about a “pronounced shift in the composition of 
output towards a commercial-industrial specialisation.” Tenta- 
tively, Butlin also attributes urban growth during this period to 
the more rapid proportional increase of dependents in town fami- 
lies, to the proliferation of specialized and “formalised” urban 
occupations, and to a spreading tendency for rural workers to 
reside in towns. His contention that “urbanisation stimulated in- 
dustrial development directly and indirectly” exemplifies the con- 
cept of cumulative urban momentum, upon which many another 
factor has obviously impinged—rural/urban differentials in birth 
and marriage rates, the extension of tertiary services attending 
national prosperity and generally progressive standards of living, 
and the far-reaching effects of impulsive colonial founders, whose 
proclamations and plans still shape Australian settlement.” Yet an 
example of what was referred to above as “urbanization by de- 
fault” might illustrate the alternative possibility, where much 
early planning quite understandably failed to anticipate how 


57. A. James Rose, Dilemmas Down Under (Princeton, 1966), p. 51. 

58. Butlin, Investment, p. 182. 

59. James Bird, “The Foundation of Australian Seaport Capitals,” Economic 
Geography, XLI (1965), 283-299. 
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motor traffic would enhance accessibility, and established many 
more villages and towns than could ever possibly achieve a local 
supremacy sufficiently tenacious to withstand the gradual en- 
croachment of metropolitan dominance.” 


Internal and External Decentralization 


How to resolve the difficulties inherent in the present stage of 
Australian metropolitan growth, while reducing the likelihood of 
aggravating its future, almost inevitably invokes the suggested 
use of either or both of two remedies. First, some planners and 
geographers favor the centrifugal relocation of inner-city func- 
tions toward, but not necessarily beyond, the existing metropoli- 
tan limits (a generic process which might be called “internal 
decentralization”). Such an approach entails a continuation of 
suburban sprawl (which some neglect to condemn, and others 
believe amenable to regulation), the nominal creation of submet- 
ropolitan “districts” cohering about regional shopping centers 
and peripheral industrial tracts, and a more concerted effort to 
lubricate the flow of traffic. Critics of this solution intone such 
expressions as “palliatives,” “skyrocketing diseconomies of in- 
creased congestion,” “anchorites,” “think of the Bomb,” and even 
“Bankstown sewerage.” In turn, such critics are accused of neg- 
lecting all but economic considerations, and of purblind igno- 
rance about such planning concepts as downtown renewal, rapid 
transit, and the multinucleated and regional cities. The second 
remedy, advocated by some economists and demographers, fa- 
vors the use of positive measures to retard metropolitan agglom- 
eration, and even (perhaps) ultimately to reduce it, by establish- 
ing satellite towns and completely new cities into which future 
metropolitan growth would be diverted. In some quarters, “an- 
other dozen Canberras” has become a revolutionary slogan; in 
others, a thought-cliche. Many critics of such “external decentral- 


60. Bruce Ryan, “A Paradigm of Country Town Development in New South 
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ization, however, appear to be constitutionally less idealist and 
more cynical than its advocates, muttering such phrases as 
“vested interests,” “too big a problem,” “inadequate finance,” and 
“who cares?” Yet even for some who do care, the cross benches 
remain for the moment the only honest quarters. 


*10° 


The New Australians 


John W. Cell 


“The day of our isolation is over.” 
A. A. Calwell, 1946 


Since 1947 the Australian population has grown by roughly 4 
million, from 7.58 million in the census year 1947 to an estimated 
11.6 million in 1966. The rate of annual increase between 1947 
and 1961 averaged 2.34 per cent. Such figures acquire additional 
meaning when compared with rates of expansion of 1.88 per cent 
in the boom years of the twenties, .85 per cent in the depression 
of the thirties, and 1.01 per cent in the war years of the early 
forties." Then it was widely and apparently realistically predicted 
that the Australian population was doomed to level off by the 
1970's at a maximum of 7 or 8 million. Thereafter the diminishing 
work force would labor under the increasingly staggering burden 
of an aging country whose people had mysteriously lost the will 
to reproduce themselves.” For Australia, even more than for other 
European societies, infertility would mean powerlessness and 
danger. Australians could derive little satisfaction from the pre- 
sumption that their fate was a shared one, and that the depress- 
ing demographic statistics offered tangible evidence of a world- 
wide phenomenon: the decline of the West. 


1. Statistics taken from Commonwealth Bureau of Census and Statistics, Official 
Year Book of the Commonwealth of Australia, No. 49 (Canberra, 1963) and 
Quarterly Summary of Australian Statistics (September, 1967). See also the help- 
ful study by J. Zubrzycki, Immigrants in Australia: A Demographic Survey Based 
upon the 1954 Census (Melbourne, 1960). 

2. See W. D. Forsyth, The Myth of Open Spaces: Australian, British and World 
Trends of Population and Migration (Melbourne, 1942). 
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The postwar demographic revolution, of an extent and sus- 
tained rate unprecedented in Australian history, is itself a remark- 
able event—though we must leave to others the task of explaining 
why improvement in fertility, supposedly reflecting optimism, 
should have occurred in the age of the bomb and the cold war, 
and of what for Australians is an increasingly ominous confronta- 
tion with the “near north.” More than half the growth in popula- 
tion has come from natural increase. For while the death rate has 
remained comparatively stable since the thirties, the birth rate 
held steady for more than a decade after the postwar “baby 
boom,” until the introduction of birth control pills in the mid-six- 
ties began to reduce it fairly sharply again: so that natural in- 
crease averaged 1.41 per cent in 1947-52, 1.44 in 1953-62, and an 
estimated 1.12 in 1963-66 (and falling). The rest of the popula- 
tion increase (2.54 per cent in 1947-52, 2.15 in 1953-62, and an 
estimated 1.87 in 1963-66) has come from net immigration, about 
1.25 million between 1947 and 1961, and reaching perhaps 1.65 
million by 1966; but migrants also have children.* The most re- 
markable fact of all is that of the 1.6 million people who in 1961 
listed foreign birthplaces, only 41 per cent were British subjects. 
The rest (including 228,000 Italians, 109,000 Germans, 102,000 
Dutch, and 77,000 Greeks) were Continental Europeans. Thus, 
one in six Australian residents had been born outside the country. 
And one in twelve had entered as an alien —usually called a “new 
Australian.” 

The new Australians entered a country whose history had been 
dominated by its isolation. Half a century before they began to 
arrive in such large numbers that society had been 97 per cent 
British, one of the most homogeneous in the world. One of the 
most fundamental tenets if not the raison d’étre of that society 
had been racial intolerance. Moreover, the attitude that had been 
elevated so candidly and so consciously into the discriminatory 
policy of White Australia* had not always left unscathed the new 
Australians’ Italian, German, and Jewish predecessors. Yet the 
new Australians have come, many of them with government 


3. Zubrzycki, Immigrants in Australia, pp. 27-28, has estimated 64,000 by 1954. 
4. A. Yarwood, Asian Migration to Australia (Melbourne, 1964). 
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assistance, and have stayed. Their presence is obviously impor- 
tant. Something of the magnitude of the massive cultural confron- 
tation that is contemporary Australia must be readily apparent. 
The arrival of the new Australians marks the opening of a new 
formative phase in Australian history. It will come to be com- 
pared to the arrival of the convicts in Botany Bay and of the 
diggers in Victoria. 


Government Decision on Immigration 


The origins of the postwar Labor government’s decision to 
encourage a large non-British immigration can be traced to the 
fall of Singapore and the drive of the Japanese into the South 
Pacific. The utter inability of Britain either to defend her posses- 
sions east of India or to contribute to Australia’s defense forced 
Australians to re-examine their premises. The result was a turning 
point in Australian foreign policy. Some would argue that she 
became in effect a dependency of the United States; others that 
she began to evolve, within the limitations of size and geography, 
an independent position. But the impact of the war experience 
went still deeper. It drove home the warnings of the thirties 
about the fundamentally weak position in which Australia’s small, 
barely increasing population had placed her. “Tt is not hyper- 
bole,” exclaimed the hyperbolic Billy Hughes in 1943, “to say that 
Australia is bleeding to death.” 

Three main points dominated the parliamentary discussions of 
the population problem during the war years. One concerned 
defense. It was unrealistic to think in terms of acquiring and 
supporting the 100 million or so inhabitants that would be needed 
to match Japan, China, and what has since become Indonesia. Yet 
a modest addition of even a few million would make the country 
far less vulnerable by increasing its flexibility and permitting the 
muster of a respectable defense force without at the same time 
entirely stripping its economy of essential manpower. A second 


5. Commonwealth (CPD), House of Representatives (HR), September 20, 
1943, Parliamentary Debates, p. 172. 
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argument stressed that unless the distortions of the bell-shaped 
population pyramid were corrected by immigration, the falling 
birth rates of the thirties and early forties would leave the post- 
war economy perilously and perhaps even permanently short of 
labor. Moreover—and the influence of Keynes seems apparent— 
all sections of the economy would profit from an expanding home 
market. Finally, expansion was thought to be necessary in order 
to keep Australia white. “We may be quite sure,” Hughes re- 
marked, “that the post-war world will not permit a country with 
an almost stagnant population of 7,000,000 to slam its doors upon 
the people of the overcrowded countries.” 

So strong was the lesson of World War II that the absolute 
necessity of immigration was accepted by all important segments 
of the Australian political spectrum, with the common qualifica- 
tions that the government’s primary duty was to look after its own 
people and that the most satisfactory immigrant would always be 
delivered by the stork. Still it is probably fortunate that a Labor 
government was in power at the time when an immigration policy 
had to be devised, popularized, and defended. It is doubtful 
whether a Liberal government could have persuaded the trade 
unions, traditionally opposed as they were to immigration as a 
threat to hard-won working standards, to accept a program quite 
so readily. And it is commonly agreed that Labor, led by Curtin 
and then by Chifley, with A. A. Calwell as immigration minister, 
did an outstanding job. 

The Labor government's policy was outlined in a ministerial 
statement by Calwell in August, 1945. Estimating that the maxi- 
mum absorptive capacity was 2 per cent,’ or 140,000 a year for 
Australia, and assuming that the average rate of natural increase 
would probably continue at about half that figure, he announced 
that the government would strive for an annual target of 70,000 
migrants. Negotiations had already begun with Britain, he con- 
tinued, for an assisted immigration scheme, but publicity would 

6. Ibid. 


7. What is not clear is the rationale behind the selection of 2 per cent, although 
no politician or economist seems to have questioned its validity. See R. T. 
Beptevard, British Emigration to Australia (Melbourne, 1964), p. 35 and chap. ii, 
passim. Appleyard’s conclusion is that, in fact, the debate on the whole question 
was very uncritical. 
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be instituted on the European continent as well. Calwell con- 
cluded with something of a sermon: “The Australian people must 
help newcomers to become assimilated. We have been too prone 
in the past to ostracize those of alien birth and then blame them 
for segregating themselves and forming foreign communities. It is 
we, not they, who are generally responsible for this condition of 
affairs.”* 

Farsighted as the Labor government's policy may appear to 
have been in retrospect, it is doubtful whether Labor or opposi- 
tion, or for that matter anyone in Australia, really foresaw the 
immense implications of what the nation had set out to do. For 
one thing, although it was commonly pointed out that Britain 
would probably be unable to supply all the necessary migrants, 
no one seems to have predicted that a majority would be non-Brit- 
ish. Calwell, indeed, voiced the “hope that for every foreign 
migrant there will be ten people from the United Kingdom. . . . 
Aliens are and will continue to be admitted only in such numbers 
and of such classes that they can be readily assimilated.” Foreign 
immigration was defended in this way during the period of the 
shipping shortage that effectively postponed massive immigration 
until 1947, and a time when Australians were understandably 
sensitive on the subject of priorities for passages. But when the 
decision was made in 1947 to accept thousands of displaced 
persons, it was defended on humanitarian grounds as an excep- 
tion to the traditional policy of actively encouraging only British 
immigration. Moreover, assisted passages were restricted in the 
case of southern Europeans to persons sponsored by residents. It 
is, of course, quite possible that the Labor government, seeing 
very well the direction in which they were inevitably heading, 
wisely refused to permit themselves to be thrust out too far ahead 
of the climate of opinion of Australians in general, and of their own 
supporters in particular. By this interpretation foreign immigra- 
tion would have been introduced by easy stages under the ap- 
pearance of reluctance. Calwell seems fully capable of such sub- 
tlety, and in the present state of information this explanation of 


8. CPD, HR, August 2, 1945, pp. 4911-4917. 
g. Ibid., November 22, 1946, pp. 502-511. 
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his behavior must be left open. On the other hand it is at least as 
likely that the extent of foreign migration, which is the new and 
the most interesting feature of the postwar influx, was not fore- 
seen by the Labor government until the mechanics of their plan 
were already in operation. 

It is still more evident that there was little or no incisive 
thinking about the process of the absorption of immigrants. “As- 
similation” was discussed in terminology that was neither very 
precise nor very sophisticated. It meant, very simply, “becoming 
like the Australians.” It was not uncommon for speakers in their 
naiveté to contradict themselves: “If we really want more people, 
we must change our attitude towards immigrants from foreign 
countries... . [On the other hand] I hold no brief for those who 
fail. . . to fit into our way of life . . . [and would strenuously 
oppose] the establishment of foreign newspapers in Australia.” 
Even the writings in the immediate postwar period of so distin- 
guished a writer as W. D. Borrie, who now leads an extremely 
sophisticated and productive research team at the Australian 
National University, contain little evidence that the complexities 
of assimilation were adequately understood even in the highest 
academic circles." But perhaps the lack of foresight and under- 
standing was fortunate. If the Australians had known what they 
were getting into, would they have tried? 

Given, however, that Australia’s need for people was little short 
of desperate, the facts of international migration in the postwar 
world left it no choice but to seek European migrants in large 
numbers. For, as a British Royal Commission on Population 
pointed out in 1950,” Britain’s demographic patterns were highly 
unfavorable to large-scale emigration. Its own population pyr- 
amid, showing the results of the sharply falling birth rate of the 


10. Ibid., September 28, 1943, p. 106. 

11. The work since 1947 of this fine and prolific demographer is perhaps the 
best available evidence of how far Australians have come in their understanding of 
a subject that is so crucial to them. Compare Immigration, Australia’s Problems 
and Prospects (Sydney, 1949), esp. pp. 82ff., with Italians and Germans in 
Australia: A Study of Aséralaion Ehfalbarene: 1954) and the volume edited for 
UNESCO, The Cultural Integration of Immigrants (Paris, 1959). 

12. See the Report of the Economics Committee, in Papers of the Royal 
Commission on Population (London, 1950), III, 17. See also J. Isaac, British 
Cae Migration (Cambridge, 1954), and Appleyard, British Emigration to 
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thirties and early forties, was very similar to the Australian one. 
Like Australia, Britain was short of young people just entering 
the labor force. 

It had, indeed, been at least half a century since the economic 
and demographic interests of Great Britain and the members of 
the white Commonwealth had been complementary. As in the 
political sphere, relationships based on dependence had been 
evolving toward those of competition—not necessarily unprofit- 
able on either side, but competition all the same. It was not 
“surplus population,” in Wakefield’s sense, that Canada, South 
Africa, and Australia wanted: it was the same skilled workers and 
trained professional people that a Britain confronting the neces- 
sity of industrial modernization desperately needed to retain. A 
“shovelling out of paupers” had been regarded as unsound policy 
even in the age of Wakefield. Still less appropriate would it be in 
an era in which (to use the 1954 census figures) only 13.3 per 
cent of the Australian work force was engaged in primary produc- 
tion. 

It was thus political considerations not unmixed with sentiment 
that caused the commission to recommend that, contrary to its 
own economic self-interest, Britain should continue to place no 
obstacles in the way of migration to the white Commonwealth. 
On the other hand, the kind of active encouragement by Britain 
that was probably visualized by the Australians in 1945 was out 
of the question. It is thus a tribute to the strenuous efforts of the 
Australian publicity campaigns as well as an indication of the 
high degree of “emigration mindedness” that continues to be felt 
in Britain that Australia has been able under such adverse condi- 
tions to attract some thirty thousand British migrants a year. 

Whatever its predilections, then, Australia had to go to Europe. 
And the necessity to do so has left it open to all the difficulties 
and complexities that are inherent in large-scale migration, dis- 
persal, absorption, and assimilation. “Indeed, from the aspect of 
studying the process of the absorption of immigrants, Australia 
has become one of the best laboratories in the world.”” 


13. Quoted from the foreward by W. Borrie to Zubrzycki, Immigrants in 
Australia, p. vi. 
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Migration: General Framework 


Migration has been defined as “the movement of free individu- 
als from one country to another with the intention of effecting a 
lasting change in permanent residence.” It “takes place because 
the migrant expects transference to augment the index of welfare 
(usually an economically dominated index) by which he guides 
his conduct.””* Much as one may despair of arriving at a more 
inclusive analysis of motivation, such a definition raises as many 
questions as it answers. It does not distinguish between those 
who may be swayed by short-term advantages and those who, for 
example, may accept a permanent reduction in social status and 
economic welfare in their own lifetimes in the hope of improving 
the prospects for their children. It also leaves untouched, as R. T. 
Appleyard has pointed out, the problem of information. How is 
the prospective migrant to know? How can he obtain anything 
approaching an accurate comparison of “real wages” in Britain 
and Australia? How is he to compare such factors as tax struc- 
tures and social services? An automobile, a luxury in Britain, may 
be a necessity in Australia, where public transportation is com- 
paratively poor and greater distances must be travelled. Prospec- 
tive migrants must compute their personal “index of welfare” 
from insufficient and unreliable data. They make their decisions 
primarily on the basis of the experience of predecessors.” Difficult 
as the task is for the Englishman, it is naturally far harder for the 
European. 

The decision to migrate is precied by factors in both the giving 
and the receiving countries. The migrant may be “pushed” by 
demographic, economic, or political pressures. Or he may be 
“pulled” by the brighter prospects of the receiving community. 
Usually both sets of forces work simultaneously; and they have 
tended historically to operate together. Thus movement in both 


14. J. Isaac, Economics of Migration (New York, 1947), p. 23. 

15. J. Spengler, “Effects Produced in Receiving Countries by Pre-1939 Immi- 
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directions across the Atlantic tended to follow the rise and fall of 
business cycles in the United States: prosperity made it more 
attractive to come, and incidentally easier to return.” In the case 
of Australia the factors of added distance and greater cost of 
passage have made the “pull” forces by far the more important. 
“Push” factors might predominate in the decision to emigrate, but 
probably not in the one to emigrate to Australia. Yet even in the 
Australian case the forces tended to work together. The Depres- 
sion of the thirties led the Australians to impose severe restric- 
tions upon the entry of southern Europeans. But their movement 
was also curtailed by depressed conditions in Europe, as well as 
by the Italian government’s efforts to retain its people.” 

Acting as he must in the absence of reliable comparative data, 
the tendency of the prospective migrant to rely upon the experi- 
ence of his predecessors has resulted in the important and very 
complicated phenomenon called “chain migration.” It involves 
families and groups of families, and depends upon the strong 
primordial social relationships that have prevailed generally in 
such European peasant societies as the Irish, Greek, and Italian. 
It is said to have been a factor in about 94 per cent of migrations 
to the United States, whose inspector of immigration in 1907 
called it “the most extensive method of advertising that can be 
imagined.” The figures for European migration to Australia in 
the half-century before World War II have been estimated as 
roughly comparable. Chain migration causes both uneven selec- 
tion and uneven dispersal. Sometimes whole villages are gradu- 
ally vacated and transplanted into a new environment thousands 
of miles away. Up to 1940 nearly two-thirds of southern European 
migrants to Australia could be traced to a relatively few major 
villages of origin, while more than 80 per cent could be traced to 
major districts of origin.” Economists have praised the migration 
chain for its self-regulating sensitivity to the absorptive capacity 
of the receiving country: when conditions are depressed, settlers 
cannot send for their relatives. While economic and demographic 
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conditions in the sending country may be responsible for its 
general migration patterns, the investigation of the migration 
chain gets closer to real decisions made by real people to migrate 
to a particular country. C. A. Price’s fine study, Southern Europe- 
ans in Australia, goes a long way toward resolving some of the 
ambiguities that would otherwise remain locked away in an 
“index of welfare.” 

Chain migration is partially responsible for the uneven distri- 
bution of migrants in the receiving society. More mobile, having 
set down fewer roots, the new Australians have accentuated the 
patterns that have been set by the old Australians as well. 
Whereas the prewar tendency of Europeans to concentrate in 
largely non-competitive industries—the Greeks in the catering 
trade, the Italians in market-gardening and in the Queensland 
sugar industry—sometimes resulted in patterns that went against 
the grain of the general movement of the Australian population, 
the postwar demand for labor has put the new Australians firmly 
into the trend from country to city to suburb. Recent arrivals 
reduce expenses by living near their places of occupation—and 
without the immigrants such places as the city of Sydney would 
be completely deserted after business hours. New Australians 
have accentuated the shift of the Australian population not only 
to the cities, but to the urban centers of the Southeast. Thus the 
1961 census revealed that Sydney, Melbourne, Adelaide, Wollon- 
gong, and Geelong—all belonging to what economic geographers 
frequently call the “center” of the country—had significantly 
higher proportions of European than British-born residents. The 
“peripheral” cities—Brisbane, Perth, and Hobart—reversed that 
composition.” 


Economic Absorption 


The economic effects of immigration upon the receiving coun- 
try may vary enormously, depending largely upon its rate of 
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economic growth. The migrants may be largely substitutive, de- 
creasing the wages of native workers, a result that was feared by 
the Australian labor unions in the 18go’s in reaction to Asian 
migration and in the 1930’s in reaction to the entry of southern 
Europeans. Mobility of labor, both horizontal and vertical, may 
be encouraged by the introduction of migrants substantially dif- 
ferent, occupationally or otherwise, from the natives. In this case, 
as would seem to have happened in postwar Britain, a series of 
substitutions may take place. In countries possessing rapidly ex- 
panding economies—Professor Spengler has called them coun- 
tries “subject to increasing return’—the effect is likely to be 
complementary, with little direct competition for jobs between 
natives and migrants.” This has clearly been the effect in Aus- 
tralia in the two decades since the war. 

Economists generally agree that up to the early 1960's the eco- 
nomic absorption of the new Australians had proceeded remarka- 
bly smoothly. Demographic statistics explain much of the success. 
The distortions of the population pyramid had left plenty of room 
for expansion in the labor force, which the net immigration has 
only partially filled. Moreover, immigration has acted as a spur 
upon the growth of the economy by creating more jobs, particu- 
larly in housing, than the migrants themselves could fill. Only in 
the recession of the early fifties, when the entry of southern 
Europeans was restricted to close relatives of residents, did the 
supply of labor threaten to exceed the demand. Immigrants have 
simply not been competing with natives for jobs in a tight em- 
ployment situation. With their propensity to respond more read- 
ily to market pressures, the immigrants have concentrated heavily 
in such areas as construction and manufacturing where labor has 
been most needed. 

Many economists are still more positive. Writes Borrie: “With- 
out immigration the industrial and technical developments which 
have occurred in Australia since 1945 could not have taken place: 
there would not have been enough Australians to do the work.”™ 
And the Vernon Committee concluded in 1965 that the new 
Australians have probably possessed proportionately higher skill 


22. Economics of International Migration, pp. 17-51. 
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levels than their hosts.* Much more data and basic research are 
needed before the contribution of the migrants can be accurately 
assessed. It would appear, however, to have been considerable 
and perhaps even crucial. 

The relative absence in an open and expanding economy of 
direct competition—or at least of widespread displacement and 
depression of wage levels—between old and new Australians is 
undoubtedly largely responsible for the remarkable lack of fric- 
tion which has accompanied a potentially explosive migration. 
The contrast with the prewar experience has been surprisingly 
sharp. The comparatively closed economy of the thirties, when in 
fact very few non-British migrants were being introduced, was 
the setting for several extremely ugly incidents which have not 
been repeated. Today, the occasional intolerant letter to the 
newspaper to the contrary, the absorption of immigrants has been 
effected with astonishing ease. Whether the pattern of harmony 
will persist in the long run—after the late sixties when second- 
generation new Australians are beginning to enter the work force 
in large numbers, or in the event of a significant slowdown of the 
rate of economic expansion—is not of course foreseeable. One 
might optimistically presume, however, that harmony will beget 
further harmony, that a pattern of easy acceptance of new Austra- 
lians will generate a continuance of smooth relations. 

The long-range impact of immigration upon the size of the 
population and the rate of improvement of the Australian stand- 
ard of living is also impossible to assess. In the short run, at least, 
the “Walker effect”’—in which immigation may actually depress 
population by causing natives to emigrate or to limit the size of 
their families*—was clearly not being felt. The birth rate began 
to fall, indeed, in the early sixties to a degree that may very well 
make necessary a reassessment of the optimistic long-range 
projections of the Australian population which have appeared 
within the last few years.” The cause, however, was not immigra- 
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tion, but the introduction of a revolutionary improvement in the 
efficiency of birth control. Whether living standards, on the other 
hand, are lower than they would have been if there had been no 
immigration is a still more difficult question. 


Nor [wrote W. D. Borrie in the mid-fifties] should the matter be 
considered in this way. The significant point is that Australia ended 
the war committed by a Labour Government to a long-term and 
extensive programme of economic development and this objective has 
been fully carried over into the policy of the present non-Labour 
Government. . . . The assumption has been that immigration and 
development will lead ultimately to improved living standards, but it 
has been recognized that forcing the pace will create short-term 
stresses and strains." 


Given the rate at which the pace has been forced, economists 
agree that there have so far been remarkably few stresses and 
strains. 


Cultural Absorption 


Complex as the subject of economic absorption is, it is rela- 
tively simple compared to other parts of the problem. Economic 
absorption, after all, can be measured quantitatively: eventually 
if not at present. The migrant obtains a job, or he doesn’t. His 
wages are either the same as the native worker's, or they aren't. 
Either he has bought a washing machine, an automobile, or a 
television set, or he hasn’t. Much more difficult is the problem of 
cultural absorption: the effects of the Australian environment 
upon the new Australian, and the impact of the new Australian 
upon the Australian milieu. It is of course far too early to write 
with any confidence about such matters. The necessary field work 
is just beginning. And presumably the interaction between the 
new Australian and his adopted country will make itself fully felt 
only over several generations. 

In the early years, as we have said, the problem was conceived 
of in very simple terms: the migrant would become “like the 
Australians,” completely absorbed and virtually indistinguishable 
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from the rest of the community. Either the immigrant would be 
assimilated, or he would not be. No one stopped to ponder the 
inherent ambiguities of the phrase, “like the Australians.” The 
problem of national character seemed self-evidently simple, as 
indeed it probably must until the prevailing ethos begins to be 
challenged. 

In the study of so large and complex a subject as the cultural 
aspects of immigration a theoretical model is virtually indispensa- 
ble. Perhaps the most useful one has been developed by the 
sociologist, S. N. Eisenstadt, on the basis of the experience of 
contemporary Israel.** Immigration is seen as a process involving 
contracting and expanding frames of reference, or avenues within 
which the individual may exercise his role. The migrant narrows 
his orientation as he leaves his old society and enters the new, then 
broadens it again as he adjusts to his new setting. The range of 
activities through which his role may be fulfilled decreases as he 
detaches himself from the environment in which that role was 
nourished to maturity. It is only with difficulty, sometimes 
amounting to the trauma of “culture shock” and frequently in- 
volving periods of regression, that he can once more enlarge that 
range, becoming a well-adjusted human being. 

It is not only to the Australian environment that the new 
Australian must accommodate himself. He must also adjust to the 
other migrants. A Calabrian peasant, assuming that he has al- 
ready enlarged his orientation beyond the village of his birth, 
must learn to think of himself as an Italian, for few Australians 
will have heard the name of his benighted section of southern 
Italy. And the differences between northern and southern Italians 
are far greater than, for example, those between Englishmen and 
Australians. Italians are in turn lumped together with Greeks, 
Maltese, and other southern Europeans: to the Australians they 
are all “bloody dagoes.” Northern Europeans join them to some 
extent to form the new Australians. The migrant thus faces a 
process of double or triple assimilation.” 


28. The Absorption of Immigrants (London, 1954), chap. i. See also the 
powerfully poetic book of O. Handlin, The Uprooted (Boston, 1951). 
29. Price, Southern Europeans, pp. 252 ff. 
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His problem is further complicated by the conflict of genera- 
tions, difficult enough in any society but particularly acute among 
immigrants. What language is to be used in the home? How are 
the children to be dressed? What sort of food will be eaten? (One 
can only hope that a strong sense of conservatism will prevail in 
this area.) Are the traditional social standards to be maintained? 
With difficulty if at all, and if so the sons will probably prefer the 
company of British-Australian girls, so that the migrants will be 
left with a surplus of unmarried daughters. They can perhaps be 
married off (though probably not happily, given the immense 
differences in orientation ) to cousins from the old country: this is 
one of the foremost causes of the migration chain. But eventually 
the standards must be relaxed, amid generational conflict that 
may be imaginable but that is not quantitatively measurable. 
Languages, eating habits, social mores, religion—every aspect of 
the new Australian’s life and world view is to some degree af- 
fected. 


Recent Research 


Essential as it is for an understanding of the contemporary 
Australian scene, the problem of cultural confrontation and ab- 
sorption deserves to be seriously studied. Yet one can only echo 
Appleyard’s observation that there has been “an incredible lack of 
research” on the subject. Most of the work that has been done is 
summarized in two small books: one by Ronald Taft of the Uni- 
versity of Western Australia, the other by Jean Martin of the 
University of Adelaide. 

Taft’s study, which summarizes research carried on by several 
investigators, is an intelligent and interesting approach to the 
whole problem of assimilation, employing slang tests and attitudi- 
nal surveys, questionnaires and opinion polls. It is based upon a 
sophisticated concept of “assimilation,” which is defined as “the 
process whereby the immigrants and the native population be- 


30. “The Population,” in A. Davies and S. Encel (eds.), Australian Society: A 
Sociological Introduction (Melbourne, 1965), p. 14. 
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come more alike as a result of interaction.”* It is also fairly 
encouraging. Surveys of Australians and various migrant groups 
in “Newtown” reveal that only about 4 per cent of European 
settlers prefer a “plural” society in which minimal adjustment 
would be made by the migrants; whereas only about 25 per cent 
of the Australians favor a “monistic” society in which the mi- 
grants would do all the adjusting; and a large majority of both 
groups expect and prefer both sides to adjust. High levels of 
“satisfaction” were recorded even by southern Europeans with 
regard to jobs, relations with Australians, and their life in general. 
And although surveys of the attitudes of Australian-born reveal 
the persistence of intolerance, particularly in the older generation 
—go per cent of a poll taken in 1960 wished Italians to be allowed 
to live in Perth, while only 45 per cent positively favored the 
continuation of their immigration—they also show that familiar- 
ity is rapidly eroding their sense of resistance. Taft, indeed, goes 
so far as to predict that, barring unforeseen circumstances, “the 
attitudes of adult residents of Perth towards persons of European 
origin should no longer be an important consideration in the 
adjustment of immigrants.” 

It is meant as no disparagement to conclude, as indeed Taft 
does himself, that the Western Australian research is only a be- 
ginning. It has succeeded admirably in providing an overview of 
the whole problem, uncovering its dimensions and the difficulties 
of investigating it. Several important limitations can, however, be 
indicated. The framework of data is too scanty to support ade- 
quately the weight of theoretical argument: which is not quite 
the same thing as saying that the attempt to construct a theoreti- 
cal model should not be attempted in a preliminary stage. But 
when it is concluded that “the children of immigrants are [not] 
subject to persistent culture conflict,"* one wonders what can be 
meant by the term “persistent,” and whether too much reliance 
has not been placed upon insufficiently sensitive tests. Perhaps 
more centrally, the study is based upon the a priori assumption 

31. From Stranger to Citizen: A Survey of Studies of Immigrant Assimilation in 


Western Australia (Nedlands, W. A., 1965), p. 4- 
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that for the short run the receiving culture will not change to a 
significant degree and can therefore be treated as a constant. This 
assumption is questionable even in the short run—it seems at 
least as likely that the Australian environment is changing very 
rapidly for a variety of reasons—and if carried over into long- 
term studies would evade half the problem. It might be more 
acceptable, in fact, simply to admit that no tests have been de- 
vised that are sensitive enough to detect and measure short-term 
social change. Even over the long run it is hard to see what 
methods could be employed to measure quantitatively the impact 
of immigration on the Australian way of life. The difficulties of 
separating the influence of immigration from that of such other 
complementary forces as improvements in communications 
would seem, at this stage in the development of the social sci- 
ences, to be insuperable. Slang tests, opinion polls, and attitudinal 
surveys purporting to measure “satisfaction” may serve very well 
to indicate what kinds of processes are going on. But it is doubtful 
whether in themselves they will successfully come to grips with 
the kind of complexities contained in Eisenstadt’s model. 

In that sense Mrs. Martin’s approach, though by no means so 
ambitious, is more realistic. Her “sample” was a group of thirty- 
eight displaced persons whom she selected for intensive study in 
1953 from a total group of two hundred who were fulfilling labor 
contracts in a place she calls Burton. She stayed with her people 
for six months, conducting several interviews with each. She 
worked hard to win their confidence, taking no notes until they 
had become relaxed and accustomed to the idea. Instead of fore- 
ing a large number of subjects into a necessarily preconceived 
mold, she listened to what they chose to tell her. In 1962 she was 
able to trace thirty-one members of the group, conducting one 
long interview with each. This time she did more leading; and of 
course she did not need to win their confidence again. But still 
she chiefly listened. They told her of the complexity and tension 
that lie concealed in Taft’s statistics: 

Working people don’t like to be shown how to do things by an 


immigrant. You must “go round” if you want to show them something, 
not look as though you know better than they do. 


The New Australians 243 


She was used to being friendly with everyone. . . . But she has learnt 
now that she just does her work and goes home and nothing more. She 
“does not try to get into contact with people any more,” and that is 
better. 


I have a skin like a crocodile. 


There is no such thing in the world as a friend. There are just a lot of 
people who come together because they are lonely. 


He was having a drink in a hotel when an ... Australian... 
[complained] that a new Australian once drank his beer. . . . So Mr 
Q. went to the barmaid and got ten beers. . . . The Australian wanted 
to shake hands, but Mr Q. wouldn't. He walked out of the hotel 
leaving the Australian sitting there with the ten beers lined up in front 
of him. 


You can get a good job here and have all the money you want—but 
inside there is nothing. 

Mrs. Martin found that over the decade her “sample” had in a 
sense disintegrated: her people had lost their identity as immi- 
grants. In 1953 she had been working with a group confronting 
more or less similar problems of assimilation in more or less 
similar ways. In 1962 she returned to find thirty-one very differ- 
ent cases of absorption, with very little to connect or to explain 
them. The one common ingredient of comfort and success—the 
ability to use English—seemed in turn to be traceable to psycho- 
logical factors. She found no pattern nor means of predictability. 
Immigration is as complex as the human personality: “Instead of 
the diversity and complexity being squeezed out of the assimila- 
tion process, they can become the essential ingredient in the 
theoretical discussion.”* 

The crux of the problem, after all, has to do with one individual 
engaged in a “dynamic dialogue” over time with his new envi- 
ronment. Why not, then, study the individual? It would seem 
that immigration might well be an area in which the case method 
could be applied with profit. Psychoanalysis itself essentially de- 
veloped out of one case study of one personality. Its methods, 
intelligently and carefully applied to one migrant or perhaps to 

34. Jean I. Martin, Refugee Settlers: A Study of Displaced Persons in Australia 
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one family of migrants by a scholar who knew as much about 
immigration as Erik Erikson knew about the Reformation,” could 
tell us much about the confrontation between the new Australian 
and the Australian national character. 


Australian National Character 


And what is the Australian national character? Audacious that 
question may be, but it must be faced as a central aspect of any 
discussion of the process and problems of cultural confrontation. 
Two assumptions may be stated at the outset. The first is that, 
whatever the Australian ethos may be, it is not British. Five gener- 
ations of Australian-born have produced a fabric of social mores 
to which their British counterparts bear only superficial resem- 
blance. One writer has gone so far as to say that the term “Brit- 
ish-Australian” has all but lost its usefulness: to employ it as a 
basis of comparison with new Australians is largely misleading.” 
The second assumption is that national character is a historical 
thing that makes itself over time, emphasizing some traits and 
de-emphasizing others as they are rendered more or less appro- 
priate by changing circumstances: it is in process of becoming 
rather than of being. 

That national character is a thing in flux may be self-evident, 
but historians of Australia have emphasized not change but conti- 
nuity. They have remarked upon its persistence and its staying 
power. And indeed there is substantial agreement upon the re- 
sult: that Australian stereotype—the egalitarian, distrustful of 
authority, scornful of culture, indignant against those who put on 
airs; the inveterate gambler and hard drinker, complaining 
against the strictures of a puritan society; the athlete, tall and fair 
and tanned; the good mate, who will stick to his comrades 
through thick and thin; the lazy, careless jack-of-all-trades who 


een See Young Man Luther: A Study in Psychoanalysis and History (New York, 
1958). 

37. C. Price, “Overseas Migration to and from Australia, 1 4751963," Australian 
Outlook, XVI (August, 1962), 160-174. See A. McLeod ic .), The Pattern of 
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can yet be counted on in a pinch—who is so familiar to us all. Let 
us not be awkward about all this. Let us not ask why such a 
national character tolerates the splendid fiasco of the opera house 
in Sydney Harbor or the luxurious seclusion of the Australian 
National University. No good purpose will be served by remind- 
ing ourselves that the broad-brimmed hat of the outback has been, 
for nearly a century now, a somewhat anomalous symbol of one of 
the most urban societies in the world. No matter: myths are the 
stuff of national character. The visage of the rugged outdoorsman 
is the face this nation of city-dwellers has chosen to present to the 
world and to itself. The question is not what it is, but how it got 
that way. 

The Australian national character was formed by an interaction 
between inheritance and environment, between the milieu the 
“founding fathers” brought with them to Botany Bay and the 
changes wrought in it by the necessity to adapt it to a new land. 
Predictably historians have divided themselves into two schools. 

The environmental school boasts Sir Keith Hancock, who 
claims to have worked out his ideas in ignorance of other influ- 
ences,” and has been most recently represented by Russel Ward, 
who has frankly and without apology applied the Turner thesis to 
Australian history. The Australian stereotype, says Ward, 
emerged with the first generation in the bush, where isolation, 
privation, and overwhelming masculinity were the primary influ- 
encing factors. In the bush the convict sheepmen banded to- 
gether against authority, toward which the shortage of labor 
enabled them to display contempt. When they emerged after 
months in the wilderness they naturally went on a binge of gam- 
bling and drunkenness, a form of activity that was strongly con- 
tested by a puritan officialdom whose archetypal representative 
was the Anglican clergyman, Samuel Marsden. The masculine 
side of hell-for-leather ruggedness was balanced, in the absence 
of women, by mateship. The bush culture is what was new and 
different about Australia. In prose, verse, and song the unique 
was stressed to distortion. The unique became the commonplace. 


38. Australia (London, 1931); Survey of British Commonwealth Affairs (2 
vols.; London, 1937—40), II, Parts 1, 4. 
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It worked its way into the Australian fabric, stamping itself indel- 
ibly upon the national character. It persists even after the envi- 
ronment that gave birth to it is no longer characteristic. If Ameri- 
can democracy was a product of the frontier, the Australian 
legend came out of the bush.” 

The inheritance theory has recently been championed by two 
Americans, Louis Hartz and Richard Rosecrance. The latter has 
applied Hartz’s theory to Australia, and it runs something like 
this: At various times “fragments” have been detached from the 
European mother society, like cuttings from a vine, to be reset in 
new and different flower beds thousands of miles away. There- 
after, vine and cutting continue to grow, but at different speeds. 
The crucial factor in determining the quality of the new plant is 
not the composition of the new flower bed, but the season in 
which the cuttting is made. To drop the metaphor (before the 
plant turns out to be of the variety that eats young historians), 
the essential determinant is the period in which the fragment 
society is detached. Set off in isolation from the forces in the 
parent society that produce balance and conflict and, eventually, 
change, the dominant forces at the time of detachment are left 
free to develop to their logical conclusions. The American liberal 
tradition emerged not from Turner's frontier, but from the pre- 
dominantly bourgeois-liberal society of seventeenth-century Eng- 
land. Feudal Spain and France were projected into Latin Amer- 
ica and French Canada, Calvinist Holland into South Africa.” 

In Australia the idea works out thus: The fragment was de- 
tached from the parent society at a time when the dominant 
forces were industrialization and the forging of the “class-con- 
sciousness” of the English working class.” Selected predomi- 
nantly from the lower strata of the parent society, the founding 
fathers carried to Australia the radical ethos that was being 
formed in England by Cobbett, Hunt, and Parson Horne. There- 
after, they set out to create the kind of society their English 


39. The Australian Legend (Melbourne, 1958). 
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cousins would have made if not unchecked by the aristocracy, the 
bourgeoisie, and the currents of European ideas. Neither convict 
government nor squattocracy nor free immigrants could prevail; 
the founding fathers leveled or consumed them all. And in the 
crisis of strikes of the 18go0’s the Australian radical tradition be- 
came the master. Australia is the English working class run 
amuck. 

Instead of coming down upon the side of one school or the 
other, we shall offer a few observations. Both theories would seem 
to overemphasize the undeniable fact of isolation. The outside 
world—as represented by such figures as Tocqueville, Darwin, 
Marx, Pius IX, Freud, Ford, Lord Keynes, Christian Dior, and the 
Beatles—has continually impinged upon the reshaping of the 
Australian environment, if not necessarily of the Australian 
legend. Australian history happened in relative isolation, but not 
in a vacuum. Both theories, and particularly Hartz’s, would seem 
to overstress unity and homogeneity, while saying little about ele- 
ments of conflict and tension within the pee Yet Manning 
Clark has recently reminded us of the fundamental clash between 
the Irish Catholics and the “Protestant Ascendancy”™ that per- 
sisted at least until the First World War, when anticonscription 
crowds are reported to have sung “God save Ireland.” Like the 
contemporary immigrants the Irish had to be absorbed and 
welded into a new society. Thus the new Australians may repre- 
sent the most direct and the most profound challenge to the 
Australian national character, but it is not the first. 

The other point that should be made is that the pace of con- 
temporary change may have carried the Australian society so far 
away from its nineteenth-century origins that its traditional 
image is hopelessly out of touch. Can the militant working-class 
theme have much to contribute to a people who now regard 
themselves overwhelmingly as middle class? Has not urbaniza- 
tion reached the point that a legend stressing rural isolation must 
at last be left behind? Is it still accurate to say that Australians, 
more than other people, despise culture? The visitor to Sydney or 
Melbourne finds, instead, a good deal of culture (an impressive 
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amount of it home-grown) and a large number of Australian 
intellectuals complaining that there is no culture! Australia is a 
land that is, or ought to be, in search of a new national myth: of 
swagmen and jumbucks, billabongs and troopers we have had 
enough. 

In a very interesting book Craig McGregor has recently argued, 
not only that the old Australian legend must be discarded, but 
that the new one is already being formed. Bourgeois values—the 
typical Australian is “a youngish clerk or businessman with nice 
buttondown shirts, sincere tie, last year’s Holden, a cheque ac- 
count, and a wife in the suburbs”“—have for some time been the 
reality. But since these things are not distinctively Australian, 
they form poor material for supporting a national image. Instead, 
McGregor continues, the new myth is being created by “a new 
generation . . . which is radically different in its attitudes, beliefs 
and way of life to any previous one.”“* And the new image, not so 
different from the old one for all that, is focused on the hedonism 
of the beach. 

As in so many things, however, McGregor had already been 
anticipated by the advertisers. Several years ago the display win- 
dow of Australia House in London was vividly portraying a na- 
tional myth in process of transition. The broad-brimmed hat of the 
outback was retained. Alongside was the image of the new Aus- 
tralia, the one that belongs to the beach generation. It was repre- 
sented by a deeply tanned and almost unbelievably shapely fe- 
male (on which the slight intrusion of a bikini seemed both peril- 
ous and irrelevant) holding aloft a bottle: “In Australia they drink 
a quart of milk a day.” 


Conclusion 


The influx of the new Australians probably represents, numeri- 
cally speaking, at least as great a challenge to the Australian ethos 
as the nineteenth-century migrations did to the American. More- 
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over, although save for the Irish the founders of Australia were 
considerably more homogeneous than the original settlers of 
the thirteen colonies, American culture had enjoyed a century 
longer in which to develop and settle. The question naturally 
arises whether Australia, like America, can absorb successfully 
the massive inflow, molding a “nation of immigrants” different 
from any of the countries of origin, one to which all have contrib- 
uted. Put another way, for of course the people are there and so 
they must form some kind of cultural compromise, will the prod- 
uct have much resemblance to the Australia of past and present? 
Can the Australian ethos absorb the shock? Or will it be 
swamped? 

All that can be said is that the swamping has not happened yet. 
There are good reasons why it should not. Government is more 
active now than it was in the nineteenth century. The revolution 
in communications—in particular transportation, the cinema, and 
the television—is a powerful stimulus to assimilation. It may well 
be that a society already changing so rapidly is more likely to 
absorb successfully the challenge of further adaptation posed by 
the migrants. The European youth who would not have worn the 
broad-brimmed hat may find himself quite comfortable in beach 
attire. In addition, the Australian national myth and the self-im- 
ages of the new Australians may not be moving in opposite direc- 
tions. Some of the tales C. A. Price has gathered from third-gener- 
ation migrants about the founders of their migration chains— 
happy-go-lucky sailors who stayed in Australia by accident and 
with nothing but their wits to support them, turning to this and 
that, and finally making good—are strangely reminiscent of the 
myths Australians have told about themselves. Finally, the Austra- 
lian national ethos is perhaps proving more resilient and more ab- 
sorptive than might have been supposed. The factor of previous 
tension, conflict, absorption, and change (centered on the Irish) 
may well have contributed significantly to the strength of the Aus- 
tralian milieu in its time of stress. 

Much beyond this rather hypothetical discussion we cannot go. 
The field studies of assimilation in practice are just beginning, 
and it seems very probable that the theoretical apparatus of the 
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several relevant disciplines must improve if the data is to be 
correctly interpreted. One conclusion, however, can be made. A 
few Australians in the early 1960's were thinking deeply about 
the complexities of cultural assimilation. They were gathering 
and interpreting data about past and present immigration, flitting 
about the world to trace places of origin and the vagaries of 
migration chains, measuring the Australian circumstances against 
theoretical models and the experiences of other receiving socie- 
ties. They were writing good books on the subject. Gone was the 
facile talk about “becoming like the Australians.” Instead the 
model was being postulated of some sort of plural or interacting 
society, a perpetual process of compromise between a changing 
core and participating but not completely absorbed subcultures. 
And the scanty evidence that had so far been gathered revealed 
that the ideas that were circulating among intellectuals were also 
at work to some extent on the levels of society at which cultural 
absorption was taking place. There was some evidence that Aus- 
tralians were more confident now, that they were looking on 
immigration as an interesting experiment, and at the changes it 
was making in their society as perhaps a good thing. 

The impact of the new Australians is thus impossible to assess 
with any accuracy. Any judgments would necessarily be prema- 
ture. The crisis of contemporary Australia cannot be measured. It 
can, however, be felt. It is what most impresses the visitor of the 
sixties, for whom King’s Cross or a Greek quarter in Sydney may 
hold more interest than the outback. The traveler’s introduction 
to the problem may begin, indeed, aboard his Qantas jet. There, 
if he is not careful, he may find his wretched Italian pressed into 
service on behalf of a harried stewardess and a dark little man 
making his way to a brave new world supported only by a pass- 
port and the address of a relative in Canberra. The traveler will 
probably find Australia a more exciting place than he had ex- 
pected. The inner man will be served in a sophisticated manner, 
and even the cultural man will not be starved. He may discover 
that much of the history he has learned is irrelevant. He may be 
led to think that a hopeful, if somewhat whimsical, interpretation 
is that “the migrants from Europe, and the revolution in commu- 
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nications, had broken down the cultural isolation, left the bush 
culture as a historic survival, liberated some from the dead hand 
of their puritan past, and prepared Australians to confront the 
universal problem of man in the age of plastics, chromium, and 
the bomb.” For though one ignores rather than adjusts to the 
bomb, and though better symbols of modernization could per- 
haps be found than plastics and chromium, the impact of immi- 
gration is probably not overstated. It is helping to make a new 
Australia. 


45. Manning Clark, A Short History of Australia (New York, 1963), p. 233. 
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Political Ideology, Belief Systems, and 
Parties: The Australian Labor Party 


Thomas C. Truman 


The idea that the role of ideology in Western liberal democra- 
cies is played out has been overdone. Evidence from Australian 
politics seems to suggest that the apparent decline of ideological 
politics may be attributable to changes in the electorate, or the 
effects of economic prosperity on the electorate. If, however, one 
looks inside the parties, and at the politically knowledgeable, the 
involved, and the educated, one finds that they do continue to 
perceive politics in ideological terms. The evidence from the 
research in the United States shows that only about 15 per cent of 
the voters, at most, conceptualize politics ideologically.* This may 
also be true of voters in Britain and Australia, but the high degree 
of class-voting in these two countries, which means a much 
greater proportion of “correct” choices of party in terms of socio- 
economic status than occurs in the United States, the wider range 
of ideological differences between the militants of the parties, the 
greater prevalence of ideological labeling of the parties, would 
seem to make ideological differences more salient for the voters in 
these two countries. British and Australian voters are likely to 
perceive some differences that arise out of persistent images of 
the parties’ class and ideological biases; for example, in Britain 
the Labor party is seen as “out to help the underdog,” “would try 
to abolish class differences,” “would extend welfare services,” 
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“would promote equality of opportunity in education.” There 
thus appears to be some sort of relationship between class-voting 
and ideological image of party. It may be that class-conscious 
working-class people, i.e., a group partly alienated from the social 
and economic system but not the political system, will tolerate 
socialist propaganda without understanding or desiring socialism 
from a party they perceive as serving their class interests and 
opposed to upper-class interests. It is probable that, as in the 
United States, party choice in Britain and Australia is mainly the 
result of family tradition, but class consciousness results in the 
choice’s being along class rather than local, regional, or sectional 
lines. 


Ideology in American Politics 


There is some confusion in the evidence concerning American 
voters and ideology. Campbell and associates tell us that socio- 
economic status and attitudes toward social welfare correlate well 
and conclude that this fact is accounted for by perceptions of 
self-interest. However, choice of party does not correlate well 
with status location and attitude toward social welfare, except 
among the highly involved. One important factor, they say, in 
“wrong” choice of party is simple indifference and lack of infor- 
mation.’ Party choice for the mass of voters in America is deter- 
mined by long-standing party loyalty and candidate attractive- 
ness. Most American citizens tend to locate themselves in a politi- 
cal party usually in the late teens or early twenties before they 
have adequate knowledge to make a proper assessment. Then the 
choice is made under social pressure and depends on transmission 
from the family or other early reference groups. The individual is- 
therefore committed to party before he has the ideological equip- 
ment to make a “correct” choice in terms of his socioeconomic 
interests. Thereafter, the self-reinforcing aspects of psychological 
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identification progressively reduce the probability of change in 
partisan allegiance.* 

The mass of American voters, however, are not without belief 
systems that have ideological implications. McClosky found that 
approval is widespread for public policies that are designed to 
overcome gross inequalities (such as social security measures) 
but is equally strong for certain features of economic life that 
promote inequality, such as private enterprise, economic competi- 
tion, and unlimited pursuit of profit. McClosky seems to think 
these attitudes are conflicting and show ideological confusion.® 
This does not seem to be necessarily so. Campbell and associates 
found that the low-status voters were generally in agreement 
with the Democratic party positions on the issues despite the fact 
that many of them voted Republican. Though the attitudes of the 
mass of voters lacked the well-integrated structuring of the politi- 
cal class, they could be described as in favor of the liberal capi- 
talist system modified in the direction of the welfare state, that is, 
roughly the American “liberal” position. 

Robert Lane found that the workingmen of New Haven he 
interviewed supported welfare measures with equalitarian conse- 
quences but also supported the inequalities of wealth and status 
in capitalism because it was important to them that they and their 
children, while being sheltered by the state from the worst exi- 
gencies of economic life under capitalism, have some limited but 
important opportunities for upward mobility. They are also very 
conscious of some achievements, for which they had made sacri- 
fices, in rising in the socioeconomic scale. They think inequalities 
of wealth and status are morally justified by superior merit and 
effort, and they like the system because it provides them with 
necessary and attainable goals of life to strive for. These are, of 
course, liberal capitalistic values which are usually associated 
with the American workers. Their idea of freedom reflects the 
same values, allowing for their low status. They value most free- 
dom of consumption, freedom to choose a job, freedom of move- 
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ment about the country, freedom of restraints on the person, as 
well as freedom to criticize people in politics and people in 
governmental authority.® Lane had no hesitation in labeling these 
attitudes as “ideological.” He says: “There should be no doubt, 
that in Eastport the common man has a set of emotionally 
charged political beliefs, a critique of alternative proposals, and 
some modest programs of reform. These beliefs embrace central 
values and institutions; they are rationalization of interests 
(sometimes not his own); and they serve as moral justifications 
for daily acts and beliefs.”’ Lane sees only a difference of struc- 
ture between the well-articulated, differentiated, well-developed 
political arguments of the political class, which he calls “forensic” 
ideologies, and the loosely structured, unreflective statements of 
the common man, which he calls “latent” ideologies. In other 
words the elites have “explicit” ideologies, and the mass of Ameri- 
cans have “implicit” ideologies which can be made explicit by 
probing and prodding. 

One thing seems established, that the mass of American voters, 
in choosing a party or a candidate, do not do so for ideological 
reasons. They do not connect their ideological attitude or political 
belief systems (if they have them) with choice of party. This may 
be because contentment with politico-economic system and lib- 
eral capitalist values is so all-pervasive in America that ideology is 
just not salient (liberal capitalist values, according to Louis 
Hartz,° have been incorporated into the very substance of Ameri- 
canism ). The masses do not find an ideology necessary and there- 
fore are apathetic about it. They only become aware of their 
ideological values when confronted with the politico-economic 
system of another country, such as the Soviet Union. It could be 
argued, too, that the range of ideological differences in America, 
ie., along the liberal-conservative continuum, is relatively small 
compared with the range in countries like Britain and Australia 
and is therefore not as visible to the voters. But the most likely 
explanation is that not being class conscious, the American masses 
are not ideology conscious either. . 


6. Robert E. Lane, Political Ideology (New York, 1967), pp. 17-81. 
7. Ibid., pp. 15, 16. 
8. The oe Tradition in America (New York, 1955). 
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A similar condition of ideological consensus, or ideological apa- 
thy, seems to have existed in Britain and Australia in the boom 
times roughly from 1850 to 1890. Thereafter severely depressed 
trade conditions and long years of unemployment seem to have 
produced disenchantment with the politico-economic system 
and to have promoted a great increase in working-class 
consciousness.” It may be that if the postwar prosperity in west- 
ern Europe, Australia, and in the liberal capitalist countries gen- 
erally continues for another twenty years the same condition of 
ideological apathy typical of the United States and Canada will 
come to prevail there too. 

The prosperous conditions of the post-World War II era which 
seem to have made the industrial workers generally content with 
the politico-economic system, and the disillusionment of the intel- 
lectuals with easy “left” formulas for social change current in the 
thirties and forties, have produced a school of writers on society 
and politics who have pronounced the end of ideology. Daniel 
Bell, for example, actually entitled his fine collection of sociologi- 
cal essays, The End of Ideology: On the Exhaustion of Political 
Ideas in the Fifties.” Seymour Martin Lipset has concluded that 
for socialist parties in the more industrialized states such as Scan- 
dinavia, Britain, Germany, and Australia socialism is now but a 
“utopian myth” and the socialist objective is retained only for its 
“ritualistic significance.” These analysts think that the political 
parties are now ideologically undifferentiated. More and more 
they resemble rival teams of administrators agreed on policy 
objectives but claiming, “We will do it better.” A politician is 
quoted as saying, “Politics is now boring. The only issues are 
whether metal workers should get another nickel more an hour, 
the price of milk should be raised, or old-age pensions ex- 
tended.”” 


g. See Sydney Pollard, “Nineteenth Century Cooperation, from Community 
Building to Shop-Keeping,” in Asa Briggs and John Saville (eds.), Essays in 
Labour History (London, 1960); George Nadel, Australia’s Colonial Culture 
(Melbourne, 1957), pp. 4, 21, 22, 27, 156, 174; Robin Gollan, Radical and 
Working Class Politics: A Study of Eastern Australia 1850-1910 (Melbourne, 
1960); and Russel Ward, Australia (Englewood Cliffs, N. J., 1965), pp. 51-55. 
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There is, of course, a good deal in this contention. Party ideo- 
logical images are certainly confused presently in Britain where 
Wilson’s Labor government has been placed in the position of 
putting into effect measures like deflation and devaluation and 
dealing with interests like the City and the “gnomes of Zurich” 
much more in accord with the traditional image of the Conserva- 
tive party than the Labor party. However, the end of ideology 
trend has gone too far. Ideology is still very much alive in politi- 
cal parties. 

Even in the case of the United States recent research has 
revealed that the notion that politics is innocent of ideology is 
true only of the mass of politically uneducated voters. Prothro 
and Grigg” found that the perception of politics in ideological 
terms was mainly a function of education. The highly educated 
not only showed much more consensus on, and support for, demo- 
cratic ideals but also showed both more ability to think of politics 
in ideological terms and more ideological divergence than the 
general electorate. When comparing delegates to the Republican 
and Democratic conventions with a national sample of the gen- 
eral population, McClosky found that the political influentials 
display liberal-conservative issue orientations that are consist- 
ently ideological and consistent with their party affiliations, 
whereas the rank-and-file supporters of both parties failed to do 
so. Campbell and his associates in their American Voter surveys 
in comparing high- and low-status Democrats and Republicans 
found that in the elites there is a definite correlation of “conserva- 
tism” and Republican party voting and “liberalism” and Demo- 
cratic party voting, but that in the masses there is no such correla- 
tion.* 

All discussions of the role of ideology in politics must have 
regard to the range of ideological differences or the perimeters of 
ideological conflict that are appropriate in the sense of being 
practical politics, in each particular country. In the United 
States at one end of the range are the liberals who, while not 
opposed to capitalism, seek to reform it by having the federal 


13. James W. Prothro and Charles M. Grigg, “Fundamental Principles of 
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government provide social security for the underprivileged, the 
poor; and also those vulnerable to fluctuations in economic 
conditions, who seek greater government control and regulation 
of the economy to prevent unemployment, more government ac- 
tion to bring about equal citizenship rights for Negroes, and 
generally more equal life opportunities for all Americans. At the 
other end are conservatives, who want no further changes in 
these directions.” 


Ideology in British Politics 


With regard to Britain it appears that the range of ideological 
differences between the activists of both major parties is some- 
what wider than it is in the United States. At the same time the 
whole ideological conflict is to the left of the ideological cleavage 
of the United States in the sense that the British Conservative 
party as a whole does not exhibit the same doctrinaire attachment 
to business and private enterprise system as does the Republican 
party. Perhaps the Conservatives are less capitalist than the Re- 
publicans because they have a tradition of aristocratic paternal- 
ism which fits in with some aspects of the welfare state and with 
Keynesian neo-mercantilism. 

James B. Christoph in a widely acclaimed article has defined 
the ideological differences between the British parties in these 
words: 


In spite of the growing trend towards inter-party agreement on many 
policies, the Conservative and Labour Parties continue to espouse 
somewhat different conceptions of human nature, society and state. 
Their ideological centres of gravity are distinct, and to the extent that 
activists and supporters are socialized into the historic norms of the 
parties, significant differences between them will remain. Even when 
they are forced to support similar programs it is often for basically 
different reasons. The ideologies of the parties do not function solely 
as symbols and myths; they are potentially operative (so long as they 
have not atrophied completely), on occasion they fix the boundaries 
and the direction of policy decisions. For Conservatives the belief in 
the naturalness and usefulness of inequality, the inevitability of hier- 
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archy, and the positive values of nationalism and empire may have 
been muted by the necessities of Britain's contemporary situation, but 
it has not been abandoned in favor of a wholly different value system. 
Similarly, Labour's attachment to the values of equality, social democ- 
racy, classlessness and pacifism, while also tempered by the exigencies 
of the moment, has remained fairly fixed. As a motivation and a 
standard for political action, it has not declined to the level of cynical 
rhetoric. So long as this ideological gap between the parties continues 
to be perceived by their partisans—and I believe at the moment it still 
is—talk of the politics of Tweedledum and Tweedledee is premature.” 


Christoph points out that each party has in its ranks pressure 
groups representing ideological cleavages in the electorate and 
they serve to limit the ideological distance the leadership can 
move. He recalls the disputes inside the Labor party during the 
fifties and early sixties between the right-wing leadership and 
left-wing factions over German rearmament, over Clause IV of 
the platform with its commitment to nationalization, and over 
nuclear unilateral disarmament. The controversy over Clause IV, 
in which the center joined the left to force Gaitskell to retreat, in 
particular, “showed convincingly,” Christoph maintains “that the 
ideological reflexes of the party are not atrophied, and that elec- 
toral calculation has not completely replaced them as the 
mainspring of Labour’s program.’ 

Budge and Urwin in a recent study of Scottish voters’ attitudes 
find that there is a fairly good correlation between attitudes to 
economic and social welfare, socioeconomic status, and choice of 
party. Mark Abrams found the same thing true of British voters 
generally in 1960." 

High-class voting has ideological overtones. The Abrams study 
shows this in the image the voters have of the Labor party in that 
it “stands mainly for the working class,” “is out to help the under- 
dog,” “would extend welfare services,” “is out to raise the stand- 
ards of living of ordinary people,” “would try to abolish class 
differences.”"® The Abrams questions can be criticized as being 


2 


16. “Consensus and Cleavage in British Political Ideology,” American Political 
Sctonbe sai Vol. LIX, No. 3 (September, 1965), 638. 

17. Ibid. 

18. Ian Budge and D. W. Urwin, Scottish Political Behaviour: A Case Study in 
British Homogeneity (London, 1966), p. 100; Abrams, Rose, and Hinden, Must 
Labour Lose?, chap. i. 

1g. Abrams, Rose, and Hinden, Must Labour Lose?, pp. 12-17. 


Political Ideology, Belief Systems, and Parties 263 


biased in the direction of making the Labor party appear to be 
thought old-fashioned and the Conservative party the hustling- 
bustling modern party. No provision is made in the set responses 
for seeing the Conservative party in a bad light as, for example, 
“the party of the privileged class,” “the party of the snobbish 
people,” or “the party of the wealthy.” Even so, within the limits 
of the favorable set responses for the Conservative party in the 
Abrams survey there is considerable difference shown in how the 
voters perceive the parties. As typical supporters of the Conserva- 
tive party the voters named skilled craftsmen, forward-looking 
people, middle-class people, office workers, and ambitious peo- 
le}? 

‘ A 1949 poll showed a big difference between Conservative and 
Labor supporters on the issue of further nationalization (see 
Table 1). By 1960 enthusiasm for further nationalization had 
waned a great deal, but there was still a significant difference 
between attitudes of Conservative and Labor supporters (see 
Table 2). 


Table 1. Attitudes toward Further Nationalization 


Whole sample 
Conservative Labor (including 
supporters supporters Liberals) 
(percentages) 

Strongly favorable 2 32 13 
Favorable 3 28 14 
Undecided 8 21 18 
Unfavorable 22 12 19 
Strongly disapproving 65 u/ 36 


Source: Mark Abrams, Richard Rose, and Rita Hinden, Must Labour Lose?, p. 37. 


Table 2. More Industries Publicly Owned? 





Conservative Labor 
supporters supporters Others Whole sample 
(percentages) 
Yes 3 21 11 11 
No 84 58 76 75 
Don't know 13 21 13 14 





Source: Abrams, Rose, and Hinden, Must Labour Lose?, p. 35. 
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Ideology in Australian Politics 


Ideology has played a very important role in Australian politics 
in the post-World War II era. This has been manifested in the 
struggle of various factions and groupings for control of the trade 
unions and the Australian Labor party. It culminated in the 
splitting of that party and the creation of the Democratic Labor 
party whose raison détre and whose appeal to the voters is in 
terms of keeping the ALP out of office so long as it seems to the 
DLP to be under the control of pro-Communist forces and so long 
as it maintains its seeming pro-Communist foreign policy stances. 
The DLP has been able to win regularly between 7.5 and 9.5 per 
cent of the Australia-wide vote in the federal elections, from as 
low as 4 to 5 per cent in New South Wales to between 12 and 16 
per cent in Victoria in state and national elections. Most of this 
vote comes from Catholics who have been ALP voters or who 
would normally vote ALP. Its most damaging effect on the ALP 
has been in directing its second preference votes to Liberal candi- 
dates in close-fought seats under the preferential voting system 
generally in use in Australia. Although it has not been able to win 
a single seat in the lower houses of the national and state parlia- 
ments, in 1964 it won two seats in the Senate, the upper house of 
the Australian national parliament, and two more in November, 
1967. The DLP and an Independent thus came to hold the bal- 
ance of power in the Senate, which has a virtual veto power over 
government legislation. More important to the DLP has been its 
power, more or less, to prevent the ALP from winning a majority 
of seats in the lower houses of the national and some state parlia- 
ments and so from taking office as the government. 

The Democratic Labor party was the creation of the Catholic 
Social Movement, known simply as “the movement” until Decem- 
ber, 1957, and called the National Civic Council after the ALP 
split 1955-57. The Catholic Social Movement, a Catholic Action 
movement mandated by the Australian hierarchy up to 1955 but 
an unofficial Catholic organization after a split in the hierarchy 
developed and Rome intervened, was created in 1942 or 1943 by 
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Mr. B. A. Santamaria, the director of the National Secretariat of 
Catholic Action. His aim was to mobilize Catholics in the trade 
unions to stop, and if possible to reverse, the Communist advance 
toward control of the Australian labor movement. 

After the Great Depression and throughout the thirties the 
Communists had steadily gained control of trade unions. Though 
the official policy of the ALP was that Communists could not be 
members of the party and party members were forbidden to 
collaborate with the Communist party in any sort of political 
action, there was a very different situation in the unions. ALP 
union leaders co-operated a good deal with Communist unions on 
industrial matters and even supported some of their political 
resolutions in union meetings. This paradoxical situation came 
about because trade union leaders believe that the Labor party is, 
or should be, the political arm of the trade union movement and 
that its function is to use political action to win improvements in 
the conditions of the workers and the bargaining power of unions 
which cannot be won by industrial action alone. To them, there- 
fore, it seems proper that the trade unions should control the 
Labor party and that the Labor party should not interfere in the 
trade unions. 

Trade unions do, in fact, exercise a great deal of power in the 
Labor party by dominating its conferences and executive bodies, 
but the power they exercise in this way is offset by the power the 
politicians have by virtue of their relationship to the voters for the 
purpose of fighting elections or by their control over governmen- 
tal policy if they happen to be in office. Normally, the politicians 
and union leaders work in reasonable harmony on the basis of 
each respecting the others’ expertise in different spheres of action. 
Occasionally, conferences and executives have instructed a Labor 
government or a Labor opposition to take a stand in regard to 
matters before parliaments; but this is a symptom of a crisis in the 
party and is abnormal. Besides, ideological divisions usually cut 
right across the industrial-political boundary. Customarily party 
members of the right and the center support Labor governments 
and the left acts as a ginger group of dissidents. 

But in the thirties Labor governments were generally isolation- 
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ist in foreign policy, and most union leaders felt a particular 
antipathy towards the Fascist and Nazi regimes because of their 
policy of making labor unions mere agencies of their parties and 
governments. In addition most union leaders regarded them- 
selves as socialists and felt attracted to a common front with the 
Communists and a system of collective security to oppose Fascist 
expansionism. To this political sympathy was added the more 
usual sympathy with fellow militant union leaders whose politics 
seemed irrelevant in the industrial sphere. 

Sympathy with the Communists on political grounds increased 
after the German invasion of Russia in 1941 and the Western 
allies’ pledge to help the Russians. There was considerable admi- 
ration and identification with the Russians because Russia was 
the only one of the allies actually engaged in combat with the 
German armies for three years. These feelings were shared by a 
big section of the general public, and the Communist leaders 
found themselves enjoying an unaccustomed tolerance and even 
friendliness. By the end of the war, in the absence of any serious 
opposition to their advance, the Communists controlled, or had 
considerable influence in, all the major unions except the Austra- 
lian Workers’ Union which adopted constitutional provisions to 
prevent their holding office. 


The Anti-Communist Reaction 


The Communist advance aroused great fear in leading Catholic 
circles, especially as demands were being made in Labor confer- 
ences by their left-wing union friends for the affiliation of the 
communist party with the ALP. Even without affiliation, the 
friends of the Communists from Communist-led unions and their 
allies were close to a majority in the Victorian and New South 
Wales Labor conferences. These developments also worried those 
union officials whom the Communists regarded as unfriendly and 
unco-operative and whose jobs were threatened. These union 
leaders were in touch with a group of influential Labor politicians 
who saw that the Communist control of the trade union move- 
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ment was reaching such a stage that the ALP was not only in 
danger of losing its chief source of finance and its traditional 
power base but even its very right to speak for labor. These Labor 
men, therefore, welcomed the Catholic Social Movement, for they 
realized that it could provide what they lacked, an effective 
organization and a band of energetic, militant ideologues able to 
beat the Communists at their own game of infiltration, the crea- 
tion of cells, door-knocking, and the manipulation of sympathiz- 
ers through front organizations. They responded to the move- 
ment’s request for assistance in widening its appeal and extending 
its influence beyond Catholics by setting up official ALP 
“Industrial Groups” in 1945-47 so that non-Catholic unionists 
would join the fight against the Communists. Thus, the groups 
would profit by the unionists’ traditional loyalty to the ALP, and 
their habit of voting ALP in state and federal elections could be 
utilized in union ballots. But by doing this the ALP leaders 
created a party subsidiary which came to be used to attempt to 
control the trade unions and made any independent influence 
difficult to sustain. Outright opposition to it was positively dan- 
gerous. This formidable machine was capable of being used, and 
was used, for the purpose of bringing about movement control of 
the party itself, giving great power to the movement's leader, Mr. 
Santamaria, who was not even a member of the ALP. The reversal 
of the traditional relations of the trade unions and the ALP 
caused considerable resentment in union circles. When resolute 
leadership arose to exploit it, this resentment was to prove a 
potent factor in toppling the Grouper machine. 

Meanwhile, the Industrial Groups were remarkably successful 
in stopping and then rolling back the Communist advance in the 
unions, especially after the Commonwealth government, at their 
request, legislated to make it possible for union members to peti- 
tion that the Commonwealth electoral officers should run union 
ballots under the authority of the Commonwealth Court of In- 
dustrial Arbitration in order to prevent the Communists from 
fixing the elections. By 1954 the ALP Industrial Groups, manipu- 
lated by the secret Catholic Social Movement cells, had effective 
control of the Victorian branch of the ALP, a predominant influ- 
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ence in the New South Wales branch, and shared control of the 
Queensland branch with the Australian Workers’ Union. They 
were reaching out to control the whole of the ALP by getting the 
federal conference of the party to make the groups mandatory in 
every state. 

Mr. William Guinane, a member of the Consultative Commit- 
tee for Catholic Action at the time, has said: 


Roundabout 1949 or 1950 (if not earlier) the Movement’s leaders 
feeling their new, and perhaps unexpected, strength formed the con- 
scious policy of using the A.L.P. to implement their particular concep- 
tion of the detailed application of Catholic social principles. These 
plans went far beyond the defeat of Communism and were common 
knowledge to the leadership of the orthodox Catholic Action organiza- 
tions.” 


The Catholic social principles which the movement espoused 
are hostile to both capitalism and socialism, and communism is 
anathema. These ideas are essentially distributivist and decen- 
tralist. Ideal social conditions are seen as those in which there is 
widespread ownership of small pieces of property, that is the 
small owner-worker business or co-operative ownership if a larger 
unit is necessary, and the small family farm producing nearly all 
its own needs. Politically, they favor the small town and the small 
unit of government; therefore state rights and federalism are 
championed. Naturally, Catholic social thought serves spiritual or 
religious ends. Great emphasis is put on the “family,” ie., the 
large extended family of two or three generations of kith and kin 
with strong bonds between its members. This powerful conserv- 
ing force is seen as the strongest bastion of the Catholic church. 
Large cities are regarded as harmful to the family and religion, 
and rural life is glorified. Capitalism with its large units of pro- 
duction and cold impersonal relations existing between manage- 
ment and workers is seen as generating class war. “Liberalism” 
(ie., capitalism) therefore leads to “socialism,” “communism,” 
and “atheism.” Distrust is also shown.of the welfare state, both 
because it tends toward large and powerful central government 
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and because it tends to destroy individual initiative and the 
responsibility of members of the family to one another in sickness, 
old age, and misfortune.” 

Through the Industrial Groups the movement seized on those 
elements in the Labor tradition that suited its ideological pur- 
poses and opposed socialism, mainly by allying itself with the 
traditional right wing and with those who stressed pragmatic and 
reformist policies as well as the winning of votes and getting into 
office. But its chief tactic was to concentrate attention on the 
immediate need of destroying the Communist threat. So it was 
able to forge a combination of right and center against the left, 
who were suspect, split, and harassed as pro-Communist. Until 
1951 the Communists had foolishly followed the tactic of attack- 
ing the ALP as a whole. This left their natural allies in the ALP, 
the members on the extreme left who shared many of their views, 
isolated and ineffectual.” Besides, the Communists’ attacks on the 
whole ALP tended to consolidate support inside the party around 
the most effective foe of the Communists, the ALP Industrial 
Groups, who were also very popular with the press and the 
general public. After 1951 the Communists seem to have learned 
their lesson; they began to woo the left and to make use of the 
discontent and fear aroused by the power and domination of the 
Grouper machine. This change in Communist tactics contributed 
to the overthrow of the movement's power in 1954-55. 


Dr. H. V. Evatt 


However, the chief factor in breaking the power of the move- 
ment was the leader of the federal parliamentary Labor party, 
Dr. H. V. Evatt. He was elected to the leadership in 1951 when 
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23. For the ideological positions of the various groupings in the ALP, see Tom 
Truman, Ideological Groups in the Australian Labor Party and Their Attitudes 
(Brisbane, Sr 


270 Contemporary Australia 


the ALP was trying to dispel the radical image it had acquired as 
a result of the Chifley Labor government's attempt to nationalize 
the banks and its various other socialistic measures. Evatt saw 
that Labor’s chances of winning office lay in the adoption of 
right-wing stances and that the ALP Industrial Groups’ successful 
campaign against the Communists in the unions was Labor’s great- 
est electoral asset. He eagerly sought an alliance between himself 
and Mr. Santamaria and the forces he controlled.* This was an 
uneasy alliance, at best a marriage of convenience in which each 
partner deeply distrusted the other but maintained a distasteful 
union for the sake of realizing his own ambition. 

The alliance broke up as the result of Dr. Evatt’s personal 
intervention in the Royal Commission on Espionage in behalf of 
members of his personal staff who were accused of giving infor- 
mation to the Russian spy, Vladimir Petrov, and of being asso- 
ciates of Communists. Dr. Evatt alleged that there was a conspir- 
acy between the prime minister, Mr. (now Sir) Robert Menzies, 
the Commonwealth Security Service, and the spy, Petrov, to 
damage Evatt’s reputation and to destroy the Labor party’s 
chances of winning the elections of April, 1954. It seemed to the 
movement that Evatt was bent on discrediting the commission 
and on lending his powerful assistance to get the Communists out 
of the tight corner in which they had been placed by Petrov’s 
revelations. Spokesmen for the movement launched bitter attacks 
against Evatt and his leadership in the federal parliamentary 
Labor caucus. 

To Dr. Evatt it appeared that the movement people, suspicious 
and grudging allies at the best of times, were now emerging in 
their true colors as anti-Labor elements bent on sabotaging the 
leadership and turning the Labor party away from its socialist 
traditions toward an ideological position somewhere to the right 
of the Liberal party.” He decided to place himself at the head of 
the rebellious forces of the left. In a sudden surprise move he 
launched an attack in the newspapers on “the secret outside 
movement” and its stronghold, the Victorian state executive of 
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the ALP. Thus he struck at the most vulnerable point in the 
Industrial Group machine—the secrecy of the Catholic Social 
Movement and its official connection, as a Catholic Action Move- 
ment, with the Catholic Church. By this sensational revelation 
and maneuver he opened up the fissures of religious division 
within the party and in the electorate and won for himself the 
support of the great majority of the rank and file of the party, 
including at least half its Catholic members who were antago- 
nized because Mr. Santamaria had involved their church in a 
political scandal. Evatt also got the support of nearly the whole of 
the press and, presumably, the great majority of the politically 
interested Australian community. 

Inside the ALP and in the unions the combination that formed 
behind Evatt was the pro-Communist extreme left, the socialist 
left generally, and the center. The right was badly split—the tradi- 
tional right represented by the leadership of the Australian Work- 
ers Union rallied behind him. Many members of the Industrial 
Groups, seeing the way the wind was blowing, came over to his 
side. 

By audacious tactics Evatt and his allies on the federal execu- 
tive, where they had a bare majority of seven to five, managed to 
displace the Grouper executive in Victoria and instal a strongly 
anti-“movement” executive of their own. By adroit maneuvering 
and by doing violence to established precedents, they turned 
what should have been a Grouper majority of twenty-three to 
thirteen into an anti-Grouper majority of nineteen to seventeen at 
the decisive federal conference of 1955. The Groupers tried to 
sabotage the conference by withdrawing, but the nineteen anti- 
Groupers, despite the lack of a representative from the most 
populous state, New South Wales, and with only one representa- 
tive from Queensland and two from Western Australia, decided 
to proceed as though the “rump” conference were the full confer- 
ence. Evatt and his associates went on to withdraw ALP official 
support and recognition from the Industrial Groups, which 
caused the groups to shrink to their hard core of Catholic mili- 
tants and other people who were entirely committed to them; 
they also adopted two foreign policy items which the Groupers 
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thought were designed to help the cause of international commu- 
nism. These declared the ALP to be in favor of the admission of 
Communist China to the United Nations and proposed the with- 
drawal of Australian troops from Malaya, where they were en- 
gaged in fighting Communist guerrilla forces.” 


The Democratic Labor Party 


Rather than swallow what they regarded as pro-Communist 
policies, and rather than submit to the purge of their spokesmen 
and leading allies in the party, the movement leaders, decided to 
set up a separate party in Victoria which was called the Anti- 
Communist Labor party. When the victorious anti-Groupers 
moved into New South Wales the movement attempted to call all 
the Groupers out of the ALP into a new state party called the 
Democratic Labor party. However, at this stage the hierarchy of 
the Catholic church split. Cardinal Gilroy of Sydney, the leading 
figure in the church, refused to follow the example of Archbishop 
Mannix of Melbourne who had supported the new party and had 
declared it to be sinful to vote for the ALP because of its alleged 
collaboration with Communists. He encouraged Catholics to stay 
in the ALP in order to fight back and declared that Catholics 
could support any party of their choice except the Communist 
party. The new party in Victoria managed to win over most of the 
old-line Catholic Labor men, as well as to attract the young 
Catholic militants from the white-collar class; and it got the 
support of more than half the Catholic voters, including a fair 
proportion of the workers. In New South Wales, however, the 
DLP was weak and seemed to get support only from a section of 
white-collar-class Catholics. The two state parties then merged 
and took the name of the New South Wales party, that is, the 
Democratic Labor party. 

The same forces that had toppled the Groupers in Victoria and 
had destroyed this influence in New South Wales accomplished 
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their downfall in Queensland. The leader of the Queensland 
Labor government, Premier V. C. Gair, had acted as leader of the 
Grouper forces at the fateful federal conference of 1955. He was 
the main target. Under pressure from Tom Dougherty, the gen- 
eral secretary of the Australian Workers’ Union, the Queensland 
branch of the AWU was persuaded to withdraw its support from 
the Groupers and the government and to make common cause 
with their traditional enemies, the pro-Communist left and the 
democratic socialist left who, together with their Communist al- 
lies, controlled the Brisbane Trades and Labor Council and the 
principal urban unions. The Communists were de facto, but not 
acknowledged, members of this alliance. By controlling the con- 
ference in 1956 the anti-Groupers first demanded that the Pre- 
mier introduce three weeks’ annual leave for all workers and that 
this should be done in the next session of Parliament. (It is 
normal for conferences to make Labor policy, but it is customary 
for them to allow Labor governments to decide the best timing 
from the political viewpoint.) Then through their control of the 
executive committee of the party the anti-Groupers demanded 
that the Premier comply forthwith. When he refused they had 
him expelled from the party on April 24, 1957. Shortly afterward, 
Mr. Gair and his followers formed the Queensland Labor party 
(in contradistinction to the Australian Labor party, Queensland 
branch), for which the movement supplied most of the organ- 
izers, and a good deal of the finance. At first this party contained 
many traditional right-wing Labor politicians who were not Cath- 
olics and won a fair portion of the old Labor vote; but it gradually 
dwindled to its hard core and merged with the Democratic Labor 
party.” The Queensland Catholic bishops, though not as outspo- 
ken as the Victorian bishops, generally supported the new party 
and the movement. This goes a long way to explain the DLP’s 
10-11 per cent vote in Queensland. Next to that in Victoria, this 
was the highest for any state. Meanwhile, the DLP established 
branches in the other three states, Tasmania, South Australia, and 
Western Australia. 
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The motivations of the individuals and factions constituting the 
forces called the anti-Groupers that toppled the Groupers from 
power in the ALP were many and various. Clearly many were 
job- and some power-oriented; perhaps the purely ideologically 
motivated were a minority. Many more may have rationalized 
their motives in terms of ideology or have had mixed motives. But 
the majority identified with, or were identifiable by, ideological 
positions. They included pro-Communists as well as democratic 
socialists, and some of these were anti-Catholics. All were anti- 
capitalist, and it is significant that they chose to band together 
under the banner of “democratic socialism” which their leaders, 
Dr. Evatt and Mr. F. E. (“Joe”) Chamberlain, at the federal 
conference in 1957 said was their aim and which they wrote into 
the federal platform of the ALP that automatically binds all the 
state branches.” 

One of the many complaints against the Groupers had been 
that they were antisocialist and bent on turning the party away 
from its socialist traditions. There is evidence in Mr. Santama- 
ria’s celebrated “Movement of Ideas” speech that this was indeed 
the movement's aim.” The Democratic Labor party is certainly 
antisocialist as can be seen by the examination of its party press. 
It attacks the ALP for socialist beliefs and socialist intentions 
which in its extreme partisanship and hostility to the ALP it no 
doubt exaggerates.” 

With the withdrawal of the Groupers and the movement forces 
from the ALP to form the DLP, the balance tilted sharply to the 
left in the ALP generally. Victoria and Queensland, where the 
internal party struggle had been sharpest and most decisive, 
swung farthest left. There the effective controllers of the ALP are 
a coalition of pro-Communist left and democratic socialists, with 
the former more influential. Western Australia, where one of the 
chief leaders of the anti-Groupers, Mr. F. E. Chamberlain, had his 
power base, has also been under socialist control. After the split 
the South Australian ALP was under left-wing control but then 
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swung to the right. It presently has an executive of the center. 
Tasmania has generally been right of center on the ALP ideologi- 
cal spectrum. In New South Wales, the ALP in which Grouper 
influence is still strong and the Australian Workers’ Union is a 
power, the ideological positions of its state executive has gener- 
ally been center to right. 


The ALP 


In the federal conferences of the ALP, and in the federal 
executives since the split, the left has generally been able to 
outmaneuver and outvote the right despite the strenuous efforts 
of the personable, capable, courageous right-of-center Gough 
Whitlam, who was elected federal parliamentary leader in 1966. 
In accord with its socialist beliefs and insofar as it dared in the 
face of the general popularity of the American alliance and the 
unpopularity of Communists at home and abroad, the left has 
imparted to the foreign policy stances of the Federal Labor party 
a distinct anti-American and neutralist tendency. The party’s 
opposition to the conscription of young men for service in the 
Vietnam War, and its threat to withdraw the conscript troops, do 
not find support from the right-wing Australian Workers’ Union 
even though that union is traditionally isolationist. ALP opposi- 
tion to the government’s Vietnam policy comes from the socialist 
left wing, which, aware that domestic socialist politics are politi- 
cally impracticable amidst the general contentment with the cap- 
italist system in a booming economy, sees the international scene 
in terms of a worldwide struggle between the forces of imperialist 
capitalism represented by the United States and the forces of 
socialist national liberation movements in colonial and erstwhile 
colonial countries.” It wants to do what is politically practicable 
in the Australian context to help the victory of socialism abroad. 

In the states of Victoria and Queensland the influence of the 
pro-Communist left is seen in the permissive attitude shown by 
the ALP executives toward “unity tickets” between Communists 
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and ALP men in union elections. The Australian Communist 
party, which is Moscow-oriented (there is a separate small Pe- 
king-oriented party as well), has followed a deliberate policy of 
co-operation with left-wing elements in the ALP since 1951 and 
generally seeks to use the ALP as a vehicle for its policies, much 
as the Catholic Social Movement did at one time.” 

It has been the misfortune of the socialists that at times when 
their power in the ALP has been greatly increased, the Australian 
people—or those of them who switch their votes from one party 
to another—have in the prosperity that followed World War II 
seemed content with the private-enterprise, moderate, welfare- 
state type of economy and with the American alliance despite the 
consequence of Australian involvement in the Vietnam War. To 
put it another way, the degree of alienation of the working class 
and other low-status groups from the politico-economic system is 
now a great deal less than it was in the thirties. Australian society 
as a whole seems to be tending toward an all-inclusive middle 
class, upwardly mobile, achievement-oriented in outlook, and 
similar to that in the United States. This is not to deny that there 
is a significantly higher degree of class-voting in Australia at 
present as compared with America, but to point to long-term 
trends that have already had important effect. Under these cir- 
cumstances radical policy stances and radical reforms are just not 
interesting to the electorate. Progressively since 1947 the voters 
have shown declining sympathy for socialist-type policies at 
home and abroad. 

Under these electoral conditions the ALP should have been 
moving right like other labor and socialist parties elsewhere. 
Pulled by its leading politicians, it has gone some distance along 
this road, but not far enough. Not only has the left resisted a 
course dictated by the need to win votes from the young voters 
and sections of electorate outside the working class and to win 
back the Catholic voters whom the DLP enticed away, but the 
left has done so very ostentatiously by insuring plenty of public- 
ity for its display of power over the ALP. Here is the image of the 
Australian Labor party as seen by Liberal Reform, a group of 
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left-wing Liberals who broke away from the Liberal party mainly 
in opposition to its foreign policy of close alliance with, and 
dependence on, the United States and support for the Americans 
in Vietnam: “Outdated in philosophy, anti-intellectual and doc- 
trinaire, rent by almost continuous power struggles, it [the ALP] 
has created an image of political ineptness which has made Aus- 
tralians increasingly unwilling to regard it seriously as an alterna- 
tive government.” 

The failure of the ALP to win office in the national government 
since its defeat in 1949, or in the state of Victoria since its defeat 
in 1955, or in the state of Queensland since its defeat in 1957, 
appears to be closely related to the image created by left-wing 
predominance in the federal organization and left-wing control in 
the states mentioned. In Victoria and Queensland unity tickets 
with the Communists in the union elections, and the association 
of Labor men with Communists in “peace” organizations and 
anti-Vietnam War demonstrations, have provided the Democratic 
Labor party and the Liberal and Country parties with the kind of 
propaganda material to convince some vital sections of the voters, 
especially Catholics, that the ALP is “red.” 

Before the split the Labor party could hope to win federal 
elections occasionally whenever Liberal-Country party govern- 
ments, which enjoy a natural lion’s share of federal office in a 
country content with liberal capitalism as modified by welfare 
measures and by government regulation of the economy, blun- 
dered politically. But the Liberal-Country party government has 
been in office continuously since 1949. When the government’s 
disastrous “credit squeeze” of 1960 turned a boom into a reces- 
sion, though its majority dropped to a mere two seats in the 
House of Representatives in the 1961 federal elections, it sur- 
vived. (It has since won elections in 1963 and 1966 by much more 
comfortable margins. In 1966, for the first time ever, the Liberal 
party by itself won more first preference votes than the ALP, and 
there were dire predictions by Mr. Barnard, the Labor deputy 
leader, that unless the party transformed itself by the time of the 
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next elections its vote could fall to 30 per cent or less. ) The failure 
of the ALP in 1961 to win those two extra seats needed for victory 
could be attributed to the pro-Communist image which the state 
executive of the ALP in Victoria had acquired and which the 
DLP had so thoroughly exploited. 

Furthermore, whereas in all other states there were big gains 
by the ALP, in Victoria it failed to win any extra seats at all. By 
contrast, in South Australia the ALP defeated the twenty-five- 
year-old Liberal Country League government on March 6, 1965, 
gaining 55 per cent of the vote to the LCL’s 36 per cent. It would 
appear that the victory of the ALP in South Australia was related 
to the inoffensive image, or lack of image, of the state executive of 
the party. The South Australian victory is not surprising, since it 
had been clear from preceding elections that the LCL govern- 
ment was steadily losing votes. But at least it can be said that the 
ALP was not prevented from gaining the extra seats needed to 
win a majority of seats by a pro-Communist, or even by a social- 
ist, image given to it by its state executive. 


The Ideology of the ALP 


The foregoing account of factional struggles in the ALP since 
1943 suggests that it has been an uneasy and changing coalition 
of groups which could be defined ideologically by their attitudes 
toward socialism and communism. However, some, perhaps most, 
academic writing on Australian politics tends to be written from 
the viewpoint of interest-group theory or in terms of mass-voting 
studies and so plays down the role of ideology. In academic 
studies of the ALP there is a tendency to look at the paucity of 
the Australian Labor party’s achievements in regard to nationali- 
zation of industries and at its timidity, or caution, in declaring in 
forthright terms its socialist faith, and to conclude that its concep- 
tion of socialism is vague and nebulous and that its socialist 
impulse is weak and of no practical significance.“ 
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The facts given in this chapter about the strength and persist- 
ence of ideology in political parties and the evident impact on 
practical politics of the factional and ideological battles inside the 
Australian Labor party suggest that a more useful approach, and 
one more consistent with the facts, would be to give more serious 
consideration to the socialist sentiments of the majority of its 
active members and elites. The ALP’s meager achievements in 
regard to nationalization of industries and its caution in declaring 
its socialist objective or talking socialism at election times could 
then be explained (1) by a pragmatic political culture which 
demands practical benefits here and now and is averse to more 
than one step at a time in a reform program, (2) by a High Court 
which has consistently given a capitalistic interpretation of the 
Constitution, and most importantly (3) by an electorate which, 
outside working-class districts, seems to support capitalistic val- 
ues and is prepared to permit government enterprise only in 
welfare measures and in those economic ventures necessary to 
provide a needed service, but into which private enterprise can- 
not be enticed, as in the case of the railways, or where, in compe- 
tition with private enterprise, the government enterprise promises 
both to operate efficiently and to reduce costs to the consumers, 
as in the case of the domestic airlines. 

A fourth factor that tends to put a brake on radicalism in the 
ALP from time to time is the Catholic community of largely Irish 
extraction. As religio-ethnic subculture, Australian Irish Catho- 
lics have consistently voted about 7o per cent in favor of the 
Australian Labor (about 80 per cent of manual workers and 45 
per cent of non-manual, compared with Protestants, about 63 per 
cent manual workers and 25 per cent non-manual ).* The Labor 
party has to worry about the probable reaction of the bishops of 
the Catholic church—or of Catholic organizations, of official or 
semi-official status—to executives, objectives, and programs that 
are too boldly socialist; but most of all it has to be careful of not 
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appearing to be collaborating with Communists, lest the bishops 
take alarm.” 


The Historical Antecedents of ALP Ideology 


This view of the Australian Labor party in ideological terms 
sees it as normally controlled by the more pragmatic right and 
center, that is politicians who are strongly motivated to winning 
elections and taking office even if it only means the opportunity 
to achieve few practical benefits for those at the lower end of the 
socioeconomic scale, and trade union officials who are sympa- 
thetic to this viewpoint and the problems faced by politicians as 
vote-getters. (The electoral misfortunes of the ALP since 1955 
can in large measure be attributed to the abnormal situation 
created by the split in which the more doctrinaire left has had an 
altogether unusual degree of influence. ) 

But left, center, and right are all in some degree socialist and 
will boldly declare their socialist faith, if the times seem propi- 
tious, as did the Queensland branch of the Labor party (then 
called the Australian Labor Federation) in 1890, and the federal 
conferences of the ALP in 1919 and 1921.” They will also support 
nationalization measures, such as the nationalization of the do- 
mestic airlines, the nationalization of medical services, and the 
nationalization of the private banks, as well as the considerable 
number of other government enterprises, introduced by the fed- 
eral Labor government led by J. B. Chifley in the years 1945-49." 

Crisp records that the decision to nationalize the banks was 
seen as “the key to the citadel” of capitalism and was indorsed 
unanimously by the Cabinet, radical and conservative alike. Sena- 
tor McKenna reported that when the ministers heard what was 
proposed there was a moment of “complete stunned shock” gradu- 
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ally thawing into “a good deal of jubilation.” No one asked for 
further time to study the proposal. No one suggested alternative 
measures. No one requested delays and further consultations 
with other party organs, presumably because they knew the 
measure would receive widespread support throughout the party. 
The Cabinet was for nationalization of banks to a man. Caucus, 
which in the ALP is a body with power to choose the ministry 
and the leader, as well as to turn down Cabinet proposals, and 
always contains members who are capable of rebelling, and on 
occasions have rebelled, against prime minister and Cabinet, also 
unanimously indorsed the bank nationalization proposal.” Crisp 
relates that “members of the Party throughout the country in 
resolutions of their branches and unions were expressing their en- 
thusiasm.”*’ C. G. Fallon, the powerful leader of Australia’s largest 
union, the Australian Workers’ Union, a right-wing Labor man in 
a right-wing union, forwarding a union resolution of support 
commented: 


I assure you that the sentiments expressed in the resolution are shared 
by almost every wage-earner with whom I have discussed the nation- 
alization of banking and I am positively convinced that the wage- 
earners as a whole, in this state [Queensland] at any rate, are more 
solidly behind the Labor Government on this question than they have 
ever been concerning any other matter dealt with by a Labor Govern- 
ment during the many years of my association with the Labor Move- 
ment.* 


Chifley told the 1948 federal conference of the ALP: “nationali- 
zation of hamburger stands, or ice-cream shops, or permanent 
wave establishments is not our business. We do not want to 
nationalize that sort of thing. We have been making a selection of 
really essential things for the welfare of the community, so that 
we do not get mixed up with things that do not matter... .”” 
Chifley did not retreat from his position on nationalization after 
the severe defeat that Labor suffered in the 1949 elections. On 
re-election as parliamentary leader of the ALP in 1950 he told 
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Caucus, “when it is found that an organization or an industry 
should be socialized the Labor Party should not hesitate to social- 
ize that industry.” Chifley was, of all Labor prime ministers and 
federal leaders, the most respected and best loved by the Austra- 
lian Labor party as a whole, and not least because his policies 
were seen as being true to Labor's aspirations and socialization 
objective. 

The objective adopted at the 1921 federal conference, which 
was qualified by the 1957 federal conference only to the extent of 
adding the word “democratic,” was: “The socialization of the 
means of production, distribution and exchange.” It has been 
contended that “socialization” is a very vague word which to 
some meant nothing more “the conduct of an industry under a 
degree of public control with an eye to the public interest.”“ But 
Chifley’s use of the word to mean “nationalization,” or to bring 
under social ownership and control, is what the term conveys to 
the ALP as a whole, and what was intended by the 1921 confer- 
ence which spelled out its meaning in declaring that “for the 
purpose of achieving the objective, industrial and parliamentary 
machinery shall be utilised.” This included “organization of the 
workers along the lines of industry” and “the nationalization of 
banking and all principal industries.” Scullin, a future prime 
minister, summed up the feeling of the 1921 conference by saying 
that “the objective . . . is ultimate and not immediate. The capi- 
talist system is crumbling, and the world’s events point to the end 
being accelerated. It will bring about chaos. If there was any 
conference in history trying to prevent a revolution by force, this 
Conference is doing it at present.” By 1927 the federal Labor 
conference had found that the capitalist system was still holding 
up, and that the Labor party was suffering in elections from its 
opponents’ propaganda about its alleged “red” methods, so they 
were scrapped. However, the socialization objective was kept 
intact. 
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The Ideology of Opponents of the ALP 


It is difficult to see how the facts of ALP history can be ac- 
counted for without taking seriously the socialist impulse of the 
party. At the same time the liberal-capitalist values and antiso- 
cialist attitudes of the anti-Labor parties, and of most of the 
electorate, suggest the same interpretation. To neglect these atti- 
tudes would be to leave out an important dimension of politics, 
that is, how the participants themselves see what the political 
conflict is all about. The DLP certainly perceives the ALP to be 
socialist and pro-Communist. That has already been discussed 
above. The Liberal and Country parties’ views of the ALP appear 
to be identical. They both declare it to be a party whose aim is to 
replace the capitalist economy with a socialist one. The ideologi- 
cal aspect of the coalition is that it is an antisocialist alliance. 

The late Liberal prime minister, Mr. Harold Holt, told a jour- 
nalist seeking to portray the man behind the office: 


There’s a natural desire to remain in office, . . . not merely to retain 
the fruits of office, but if you believe that you would be better for the 
country than the alternative would. There are periods—the 1949 elec- 
tion was one—when a country is literally at the crossroads. There is no 
doubt in my mind that if Labor had won then, we would now be a 
socialist nation.*” 


This statement is interesting in two ways: first, for its ideological 
content; second, for the positive relationship it bears to the think- 
ing of Labor Prime Minister Chifley and his cabinet as related by 
L. F. Crisp.* Holt’s talk of a “socialist nation” is an exaggeration; 
but from the evidence it is quite credible that if the High Court 
had not blocked the nationalization of medical services, the air- 
lines, and the banks, and if Labor had not been defeated at the 
1949 federal election—pretty big “ifs” of course—Australia might 
have seen something like the British Labour party’s program of 
nationalizing “the commanding heights of the economy.” 
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In line with Prime Minister Holt’s perception of the Australian 
Labor party much of the thrust of the Liberal and Country par- 
ties’ propaganda has been to picture the ALP as a socialist party 
aiming at the destruction of the private enterprise system. The 
assumption is, clearly, that the voters support capitalism. An 
example of this type of propaganda is the Liberal party pamphlet, 
Towards Disaster! The Truth About Democratic Socialism,” 
which was issued sometime after the 1957 federal conference of 
the ALP and before the federal election of 1958. It quotes Dr. 
Evatt, the then federal parliamentary leader, as saying: “Labor is 
a left-wing party.” Mr. F. E. Chamberlain, the federal president 
of the ALP is said to have declared, “We should at all times be 
courageous enough to state publicly our socialist objective—as in 
Britain,” and, “While it is true that the task of winning seats and 
finally the Government is important, it should only be secondary 
to the primary task of formulating policy based on the socialist 
objective.” Mr. Calwell, then deputy leader of the federal parlia- 
mentary Labor party is reported to have said: “If we can get nine 
years of Labor Government in the Federal Parliament we can 
change the whole face of Australia.” Mr. E. J. Ward, M.P.: “Bank 
nationalization still remains the policy of the Labor Party.” Dr. 
J. F. Cairns, M.P.: “It is the function of Parliament to make and 
unmake social conditions.” 

The pamphlet sums up its argument in these words: 


The reader of “Towards Disaster” is also invited to note carefully an 
important difference between the new policy and that of the Chifley 
Government. The emphasis in the Chifley regime was on direct na- 
tionalization. Against this attack the Constitution was a protection. 
But the new socialists have learned much since then. They know that, 
given office in Canberra, they can go far towards socializing our 
economy through indirect means—through controls and money policy; 
through bank directives and manipulation of credit; and through 
savage discriminatory taxation, but infinitely more deadly. The objec- 
tive would be first paralyse industry—then gobble it up.” 
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The implications of Labor’s democratic socialist foreign policy are 
said to be alienation of the United States, the isolation of Aus- 
tralia, the destruction of its security arrangements, and the sti- 
fling of development of Australia’s resources through the scaring 
away of foreign capital. 

The pamphlet made an appeal to the supposed middle-class 
capitalist values of the readers: 


Most of you who will read “Towards Disaster” are family men. You 
haven't just striven for yourselves. You have found satisfaction in 
getting a home together, in educating your children, in enjoying some 
comforts, in providing for your old age and in saving something to 
hand on to your children. You have found satisfaction in achieving 
some success and in contributing in one way or another to the welfare 
of the community and the development of your country. All those 
things are threatened by the avowed policies of the socialists who now 
command and control the Labor Party. . . .* 


Public Opinion 


Public opinion polls seem to support the Liberal party’s as- 
sumption that most of the voters outside the solid Labor party 
supporters are pro-private enterprise and antisocialist. A poll 
taken in December, 1949, just after the federal election, which 
resulted in a heavy defeat for the ALP, reported that most people 
who voted Liberal-Country party did so because they thought 
the Liberal and Country parties stood for “democratic freedom,” 
“private enterprise,” and “a fair deal for all,” whereas the Labor 
party stood for “socialism” and “the worker.” Labor voters said 
the Labor party stood for “the worker,” “a fair go for all,” and 
“socialism”; they saw the Liberal Party as standing for “Big Busi- 
ness” and “the moneyed class”; they saw the Country party as 
standing for “Big Business,” “moneyed people,” and “the country- 
man.” These results appear to show that there is a perception of 
the parties in terms both of class and of ideology, but one must 
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remember that these factors were particularly salient in the 1949 
election campaign when much of the Liberal and Country parties’ 
propaganda was directed at bank nationalization. 

It would seem probable that the salience of ideological factors 
varies with the issues of each election. The results of a poll taken 
after the 1963 federal election, without differentiating the re- 
spondents by party support, showed some identification of the 
parties with class and ideology. The respondents were asked: “In 
your own words what do each of the political parties stand for?” 
The most favored opinions were: The Liberal party “governs 
well,” “improves conditions,” “looks after the people,” “develops 
Australia,” “helps big business,” and “opposes Communism”; the 
Country party “helps farmers” and “aids primary producers”; the 
ALP “helps the working man,” “helps the family man,” “improves 
conditions,” “is socialistic,” and “is communistic”; the DLP “op- 
poses Communism,” “is a breakaway from the ALP,” and “is a 
church party”; the Communist party “tries to obtain world 
power,” “favors Russia,” and “seeks equality for all.”* 

A poll taken just before the 1949 federal election asked, “If 
Labor wins the election, do you think Federal Parliament should, 
or should not, go ahead with Labor’s program of nationalizing 
some industries?” Fifty-seven per cent said, “No more nationaliza- 
tion”; 32 per cent said, “Yes, nationalize more industries”; 11 per 
cent had no opinion. The results revealed that some 8 per cent of 
those who said they had voted Labor in previous federal elections 
planned to switch to the Liberal-Country parties, and two of 
every three of these (64 per cent) said they considered bank 
nationalization, which Labor attempted in 1947, an election issue 
affecting their vote. It was apparently these, and perhaps other 
less ideological and more feckless “swingers,” who put Labor out 
in 1949. 

Repeating a survey conducted in 1960, the Gallup Poll asked in 
1963, “Do you think the Australian Labor Party should keep its 
objective of socialism, or give it up?” 

The results were in percentages: 


53. Australian Gallup Polls, Nos. 1711-1728 (November—December, 1963). 
54. Australian Gallup Polls, Nos. 1676-1687 (May-June, 1963). 
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1960 1963 
Answers of the whole sample 
Keep socialism 25 28 
Give it up 37 35 
No opinion 38 37 
Answers of ALP voters 
Keep socialism 38 44 
Give it up 26 23 
No opinion 36 33 
Answers of Liberal-Country party voters 
Keep socialism 18 18 
Give it up 50 50 
No opinion 32 32 


In this poll only 53 per cent were willing to try to define 
socialism. Of these the Liberal-Country voters said socialism 
meant “Government ownership of business” or “a mild form of 
Communism.” The ALP voters said socialism meant “government 
ownership of industry,” “equality,” or “for the worker.” These 
figures show a distinct difference between the attitudes of Labor 
voters and those of Liberal-Country party voters toward Labor’s 
socialist objective; and the definitions of socialism offered show 
the voters to have a fair idea of what socialism means. This is the 
sort of evidence which suggests that Australian voters do perceive 
some ideological differences between the parties, probably be- 
cause of the factor of class-voting, and that the ideological cleav- 
age between the parties extends into the electorate. 

A poll taken in 1964 asked whether the federal government 
should own and run more businesses or fewer, or continue as now 
(e.g., the Trans-Australia Airlines, the National Shipping Line, 
and the Commonwealth Bank). The results were: “Continue as 
now, 53 per cent; “Fewer government businesses,” 25 per cent; 
“More government businesses,” 13 per cent; “No opinion,” 9 per 
cent. 

Thirteen per cent answering, “More government businesses,” in 
1964 contrasts with 32 per cent saying, “Yes, nationalize more 
industries,” in 1949, lending some weight to the contention that 
the salience of this issue probably varies from election to election. 
Perhaps the result is due to the fact that nationalization was not 
an issue in the election. In the 1963 election campaign the federal 
leader of the ALP, Mr. Calwell, promised not to nationalize any 
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industries in the life of the next Parliament. Perhaps the fifteen 
years of prosperity intervening between the two polls caused inter- 
est in nationalization of industries to decline. In the 1964 poll, 
apart from those favoring the status quo, and considering only 
those desiring fewer or more government businesses, Liberal- 
Country party voters were five to one for “fewer.” Labor voters 
were divided equally between those favoring more and those 
favoring fewer. 

The most common reasons given for favoring fewer govern- 
ment businesses were: “I don’t favour government monopolies,” 
“government businesses are not always successful,” “government 
businesses often run at a loss,” “private enterprise is more 
efficient,” and “the government should run the country, not indus- 
try.” Those who favored more government businesses gave as 
their reasons that the profits of private companies were shared by 
too few, or that the profits go out of Australia to foreign share- 
holders.” Another poll, taken about the same time also bore on the 
ALP’s socialist objective. The Labor party over most of its history 
has interpreted its objective to the press and the voters as being 
an intention to “nationalize monopolies and industries that exploit 
the people.” The Gallup Poll asked its respondents to say whether 
they favored the ownership of monopoly industries, such as steel- 
making, glassmaking, and sugar-refining, by the present compa- 
nies or by the government. There was overwhelming support for 
ownership by the present companies. Presumably the respond- 
ents, having no perception that prices, quality, or supply were 
unsatisfactory, preferred to leave ownership in private hands. 
This was true of ALP and DLP voters as well as the L-CP voters, 
but there still were significant differences between the supporters 
of the two Labor parties on the one hand and Liberal-Country 
supporters on the other. Preferences in percentages were:” 


ALP voters DLP voters L-CP voters 


The present companies 67 69 89 
Government ownership 25 25 8 
No opinion 8 6 3 





55. Australian Gallup Polls, Nos. 1729-1744 (December, 1963—April, 1964). 
56. Australian Gallup Polls, Nos. 1729-1744 (December, 1963-April, 1964). 
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Effect on ALP Political Fortunes 


Evidence has been presented to suggest that to some extent 
Australian voters are divided along lines of political belief sys- 
tems that appear to be ideological, as well as along class lines; that 
to some extent they do perceive the parties to be ideologically 
differentiated—the Liberal and Country parties favoring “private 
enterprise” or business, and the Australian Labor party favoring 
“government-owned business,” “nationalization,” or “socialism.” 
This evidence also suggests that about two-thirds to three-quart- 
ers of the voters favor “private enterprise.” It is suggested that the 
evidence supports the reasonableness of considering the ALP to 
be a democratic socialist party having to operate in a country 
where the great majority of the voters support the capitalist 
economic system. Other evidence has been presented to show 
that the Australian Labor party when in office and the times seem 
favorable will seek socialist solutions to economic and social prob- 
lems. The evidence also suggests the party does assert its socialist 
faith from time to time insofar as it can do so without completely 
ruining its chances of winning elections. 

Under all the circumstances, electoral and constitutional, the 
paucity of the ALP’s achievement in regard to nationalization of 
industries and the caution of the party in declaring its socialist 
faith are readily understandable. It appears to have done about as 
well as any socialist party could do while aspiring to office under 
Australian conditions. The almost negligible electoral support 
given to the Communist party, the only other socialist party 
contesting elections, tends to confirm this judgment. 

If this view of the Australian electorate as substantially con- 
servative and capitalist in values is accepted, then the small share 
of years of office at the national level that has been the ALP’s lot 
since federation—about seventeen years out of sixty-seven—may 
be due more to an adverse ideological image than to splits” in the 

57. The splits in the ALP, sometimes regarded as only internecine warfare, have 
an ideological dimension. The 1916 conscription split ranged the socialists, who 
regarded World War I as a conflict of imperialist capitalist powers, and the 


Catholic Irish nationalists, who reacted to the suppression of the Irish Easter 
Rebellion by “imperialist” England, against the more pro-British, the more Protes- 
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party, which is the usual explanation given by political scientists. 
What is being said here is that it appears normal for the Austra- 
lian voters to prefer the capitalist parties, i.e., the Liberal party 
and the Country party and their forerunners, the Nationalists and 
the United Australia party, whose values on economic matters 
they share, to the Labor party. Until the capitalist parties dis- 
credit themselves by some major political blunder like that of 
1960 mentioned above, the Labor party is kept out. If the ALP 
gets into office it will last as a government only a short span of 
years before it will estrange the voters by acquiring an unfavora- 
ble image through the radical or socialist nature of its policies. 

On this view, the ALP was kept out of office as the federal 
government during the twenties because of the radical image it 
acquired by the “red” methods attached to the socialization 
objective by the 1921 federal conference and all the unfavorable 
publicity linking the ALP conference delegates with the Russian 
revolutionaries. The 1927 federal conference apparently thought 
so because it threw out the “red” methods. Labor got into power 
in 1929 because the Bruce-Page government blundered and al- 
lowed itself to be pictured as out to destroy the compulsory 
industrial arbitration system and the Arbitration Court awards to 
which the wages and salaries of so many Australians are tied. The 
ALP was out of power after the 1932 election, and throughout the 
thirties, because of the radical image created by the attacks on 
“Red Ted” Theodore and “repudiationist” Lang, who could 
hardly have aroused greater hysteria if they had actually pro- 
posed violent revolution. After 1949 Labor was kept out of power 
until 1954 by the radical image created by the attempt to nation- 
alize the banks, and after the split in 1955 by the pro-Communist 
image given the Victorian branch of the ALP and charges that the 
federal party is soft on communism. 

This thesis gains in plausibility by the long years in office 
enjoyed by Labor in Tasmania, New South Wales, and Queens- 
land up to 1957 where the state Labor parties were able to 


tant, and the less socialist. Those who joined the UAP in 1932 were the less 
socialist and the less radical. Those who stayed with Scullin, and even coe those 
who sided with Lang, were more strongly anti-imperialist and anticapi 
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present an image of themselves as non-radical and non-socialist. 
This explanation also accounts for the victory of Labor in South 
Australia in 1964. By contrast, the Victorian state Labor party has 
seemed less likely to achieve office since the split in 1955 brought 
to power a state executive which has acquired a pro-Communist 
image. The same is true of the Queensland state executive that 
came to power after the split in that state in 1957. Its reputation 
for bing pro-Communist seems to have been an important factor 
in the ALP’s lack of success in Queensland state elections. 

The Australian Labor party thus seems to be caught in a para- 
doxical situation. Abandonment of its socialist objective and its 
strong anticapitalist attitudes, if this were possible, would greatly 
improve its electoral prospects but at the same time would proba- 
bly destroy whatever cohesion and dynamism it has as a political 
force. The only course for Labor appears to be the one it has 
followed, that is, to preserve its socialist faith and temper its 
policy stances pragmatically to the moods of the electorate. 


°i2° 


Federalism and Education 


Wilfred Prest 


As is well known the Australian federal Constitution of 1901 
was modeled in many respects on that of the United States of 112 
years earlier. In particular it transferred to the federal govern- 
ment certain specified powers, leaving residual powers with the 
states. As with the United States Constitution again, education 
was not one of the specified powers so transferred, but in both 
countries the federal government has nevertheless come to play a 
not insignificant role in the field of education. One purpose of this 
chapter is to examine the nature and implications of this develop- 
ment in Australia and to compare it with the parallel develop- 
ment in the United States. 


The State Education Systems 


In most countries public education was a development of the 
nineteenth century. Thus at the date of federation the Australian 
states, unlike the American states in 1789 or even the Canadian 
provinces in 1867, already had well-established systems of public 
education. After much controversy and experimentation, the pat- 
tern of these state systems had been set by the Victorian Educa- 
tion Act of 1872, according to which education was to be “free, 
compulsory and secular.” The Victorian Act had been followed by 
similar acts in South Australia and Queensland in 1875, New 


Federalism and Education 293 


South Wales in 1880, and Tasmania and Western Australia in 
1893." 

At federation the state education systems did not go much 
beyond the elementary stage, but they have since been gradually 
extended into the secondary field. In most states the prescribed 
ages for compulsory attendance are now six to fifteen years, gen- 
erally with six years of primary and three years of compulsory 
secondary education. Attendance by both younger and older chil- 


Table 1. State Schools in Australia 


Number of Number of Number of Pupil-teacher 
State schools teachers pupils ratio 
New South Wales* 2,685 29,122 689,150 23.7 
Victoria 2,242 22,145 523,786 23.7 
Queensland 1,321 9,691 270,236 27.9 
South Australia? 729 8,705 218,742 25.1 
Western Australia 555 5,252 146,888 28.0 
Tasmania 294 3,252 72,461 22.3 
Total 1966 7,826 78,167 1,921,263 24.6 
1956 7,650 46,968 1,357,294 28.9 
1946 8,271 32,753 834,341 25.5 


a. Includes Australian Capital Territory. 
b. Includes Northern Territory. 
Source: Commonwealth Statistician. 


dren outside these age groups is voluntary, but nearly half the 
relevant age group continues for one further year and nearly a 
quarter for two further years of secondary education. On the 
other hand, since the requirement for compulsory attendance can 
be met by attending “efficient” independent schools, as distinct 
from government schools, the latter actually cater for only about 
three-quarters of all school children. The latest relevant statistics 
for the various state education systems are set out in Table 1. 

It has often been remarked that the Australian state school 
systems display a high degree of centralization. In the United 
States it is common for almost all responsibility for education to 


1. A. Barcan, “Australian Tradition in Education,” in R. W. T. Cowan (ed.), 
Education for Australians (Melbourne, 1964), chap. i. 
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be exercised by elected local school boards. In Britain detailed 
administration is delegated to local municipalities, only overall 
policy remaining a matter for the central government. In Aus- 
tralia there is decentralization in one sense, since there are six 
independent school systems, not just one, and there are interest- 
ing differences between them such as the development of techni- 
cal schools in Victoria and area schools in Tasmania. However, 
within each state there is practically no decentralization to local 
authorities, on either the American or the British pattern. This is 
probably because of the historical weakness of local authorities in 
Australia, most of them having relatively small populations and 
lacking the financial resources necessary to support major public 
services. Almost the only example of local government activity in 
education in Australia is the provision of kindergartens and pre- 
school centers by some of the larger municipalities. 

The Australian state school systems thus operate as government 
departments, each headed by a minister who is an elected mem- 
ber of the state parliament and a member of the state cabinet. So 
long as he (and the political party to which he belongs) retains 
office, he can prescribe broad policy objectives, but the detailed 
formulation and implementation of policy is necessarily a matter 
for the permanent professional teaching hierarchy, the head of 
which is the state director of education. The minister's role is 
largely that of acting as intermediary between the teaching serv- 
ice and the general public. He answers parliamentary questions, 
receives petitions from parents and others, and above all has the 
task of defending the department’s budget in the state cabinet 
against the competing claims of other departments. For the rest, 
laymen apparently have much less say in Australia than in either 
America or Britain in educational policy-making and implementa- 
tion. Citizens’ and parents’ committees are encouraged in most 
states, but they are usually attached to particular schools and 
their task is primarily confined to providing amenities. 

As servants of the state governments Australian teachers are 
generally subject to civil service rules and conditions. They have 
the benefit of security of tenure and objective procedures for 
promotion and the determination of salaries. On the other hand 
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they serve with the authority that recruits and trains them and 
cannot readily transfer to another state without loss of seniority 
and pension rights. They teach the syllabus drawn up by the 
department and use its textbooks. They are also required to re- 
frain from public criticism of departmental policy as well as from 
political bias in their teaching. 

This system has been widely criticized on the grounds that (1) 
variety and experimentation among different areas and localities 
within a state even if formally permitted is not actively en- 
couraged, and (2) both administrators and teachers become 
enmeshed in a mass of administrative detail. In some states, how- 
ever, efforts have been made to meet these criticisms by reorgan- 
izing the education department on a regional basis and by giving 
greater responsibility to school principals.’ 

It is not easy for the outsider to assess either the validity of 
these criticisms or the success of the efforts to meet them. Interna- 
tional comparisons, however, suggest two comments. The first is 
that there are education authorities overseas which are even 
larger than the Australian state systems with respect to numbers 
of schools, teachers, and pupils—everything in fact except geo- 
graphical area. If the Australian systems are too large or too 
unwieldy for efficient administration, so too are many others, 
including those of London and New York City. Second, variety 
among localities has its bad side as well as its good. This is 
particularly evident in the United States at the present time, 
where high educational standards are reached in privileged areas, 
but low standards prevail in underprivileged areas—poor school- 
ing, poor housing, and low incomes being connected in an ever 
deepening vicious spiral. In Australia also there is a legacy of 
obsolete school buildings in inner city areas, and there is under- 
standable competition among teachers to secure postings to mod- 
ern schools in congenial surroundings. Thus the latter tend to be 
better staffed than the former. Nevertheless the spiral is kept in 
check because all areas, new and old, city and country, are ad- 
ministered by the same authority and salary scales are uniform 


2. W. G. Walker, “Educational Administration,” in ibid., chap. ix. 
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among localities. Hence, although educational opportunities may 
not be equal in all localities they are much more nearly so than in 
the United States. 

In the postwar years the state education departments have also 
been widely criticized for their alleged failure to provide ade- 
quately for the greatly increased numbers of children in need of 
schooling, first at the primary level and more recently at the 
secondary level. Instances have frequently been cited of unsuita- 
ble school premises, overcrowded classes, and inadequately quali- 
fied teachers. Such instances have doubtless occurred, but taking 
an overall view, the expansion in the education services over the 
past twenty years has been a remarkable achievement for which 
the states have not had full credit. Enrolments have more than 
doubled from under goo,000 in 1946 to over 1,900,000 in 1966. 
The proportionate increase has been particularly high in Victoria, 
South Australia, and Western Australia. During the first ten years 
pupil-teacher ratios rose from an average for all states of 25.5 in 
1946 to 28.9 in 1956, but it does not necessarily follow that extra 
children were being accommodated simply by overcrowding ex- 
isting classes, for during the same period some states were pursu- 
ing an active policy of closing small rural schools and introducing 
school bus services to transport children to larger consolidated 
schools. During this period the number of schools actually fell in 
all states except Queensland. Since 1956, however, as the consoli- 
dation process in many states has been completed, the number of 
schools has again expanded and pupil-teacher ratios have fallen 
to an average of 24.6 for all states. 

Expansion on this scale has required greatly increased funds 
for the payment of teachers, the purchase of materials, and the 
provision of transport. It has also required intensive recruitment 
and training schemes for teachers and massive building programs. 
The annual recurrent expenditure of the states on their education 
departments and schools rose from $33 million in 1946-47 to $151 
million in 1956-57 and to over $400 million in 1966-67. These 
costs were of course inflated by rising salaries and prices over the 
period, but on the other hand they exclude capital expenditure on 
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new school buildings and also expenditure on technical colleges, 
agriculture colleges, and universities. 

It is at this point, with expenditure on schools already running 
at nearly one-fifth of state budgets, that the need for still further 
increases has come in conflict with the needs of other expanding 
state services, such as universities and hospitals, and also with 
certain rigidities inherent in state sources of revenue, as will be 
explained below. This in turn has set up a demand particularly 
from teachers’ organizations and other pressure groups for Com- 
monwealth financial assistance for the state schools, though few 
would push their demands so far as to advocate the direct take- 
over of the state school systems by the Commonwealth. 


Independent Schools 


Although the Australian states legislated for “free, compulsory 
and secular” education they nevertheless permitted the continued 
existence, side by side with government schools, of independent 
schools that were none of these things. These independent 
schools have indeed generally been required to meet certain 
minimum standards, and this has contributed to the virtual disap- 
pearance of private schools run for profit by their head teachers, 
except in limited fields such as commercial colleges and coaching 
colleges. The surviving independent schools are thus mostly 
church schools and/or corporate schools, so called because they 
are administered by a corporate body. Moreover, even these 
schools have been left, with the exception of eight corporate 
grammar schools in Queensland, to finance themselves entirely by 
fees or contributions from parents, private fund-raising, or en- 
dowments. In Australia as in many other countries, the earliest 
schools were church schools, and when governments first in- 
terested themselves in extending educational facilities the readiest 
means of doing so appeared to be by subsidizing church schools. 
It was after this policy proved ineffective that the states estab- 
lished their own school systems, and the secular principle then 
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required the withdrawal of government subsidies to church 
schools, although it did not prohibit children from attending 
them. Thus in 1966 there were nearly 2,200 independent schools 
with an enrolment of 583,000 pupils, or about 23 per cent of all 
schoolchildren in Australia. (See Table 2.) 

There are several reasons for the existence of this dual system 
under which fee-paying schools, usually church schools, operate 
side by side with free government schools. First, there is the 
religious factor, some of the churches having refused to accept 


Table 2. Independent Schools in Australia 


Pupil- Percentage of 
Number of Number of | Number of pupils _ teacher all school 
Year schools teachers enrolled ratio children 
1966 2,194 19,795 583,067 29.5 23.3 
1956 2,088 15,194 433,962 28.6 24.2 
1946 1,827 12,157 276,561 22.7 24.9 


Source: Commonwealth Statistician. 


the philosophy of a secular educational system. This applies par- 
ticularly to the Roman Catholic church, which claims the adher- 
ence of over one-quarter of the population in most states, but less 
in South Australia and Tasmania, where significantly the propor- 
tion of children attending independent schools is also lower. Of 
the children enrolled at independent schools in 1966, 82 per cent 
or 478,000 attended Catholic schools. The proportion was less 
among secondary pupils and therefore higher among primary pu- 
pils. The provision of a church educational system on this scale 
without government assistance is a remarkable achievement, and 
has been likened to a seventh state system. Financially it has been 
assisted by the employment of dedicated teaching orders, which 
has kept down salary costs—a fact which needs to be borne in 
mind when comparing per capita expenditure on education in 
Australia with that . countries where Catholic schools are rela- 
tively less numerous.® 

A second reason for the dual system is that when the state 


3. P. H. Karmel, “Some Economic Aspects of Education,” in ibid., chap. ii, p. 
Ale 
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school systems were established there was a widely held notion 
that their responsibilities should not extend much beyond the 
elementary stage and that secondary education was primarily for 
the well-to-do. It could therefore properly be left to fee-paying 
institutions like the English “public” schools. Thus, whereas only 
the Roman Catholic church continued to play an important role 
in primary education most churches continued to maintain sec- 
ondary schools. It is true that in recent years the state high 
schools have expanded to the point that they cater for nearly 
three times as many secondary pupils as all the independent 
schools, but many of the latter, and particularly the Protestant 
ones, retain considerable social and academic prestige. An ele- 
ment of class distinction thus also emerges as a factor in the 
continuance of the dual system at the secondary level. A further 
reason for its existence is that many of the independent schools 
provide boarding facilities, which with a few exceptions are lack- 
ing in the state high schools. They thus meet a real need for 
children from remote country areas, although here again an ele- 
ment of social distinction is also often involved. 

In the postwar years the independent schools, equally with the 
state schools, have been under pressure to admit greatly in- 
creased numbers of pupils. The pressure on the Catholic schools 
has been enhanced by immigration from Catholic countries in 
Europe, and that on the independent secondary schools has been 
increased because with postwar affluence more families have 
been able to afford their fees. Taking 1946 as 100, independent 
school enrolments rose to 211 in 1966, as compared with 230 for 
the state schools, but in two states (New South Wales and 
Queensland) the increase in independent school enrolments was 
greater than that for state schools. 

The independent schools have of course found the financing of 
expansion even more difficult than the state schools. Fees have 
had to be increased to meet higher running costs, and capital for 
new schools and classrooms has had to be obtained from appeals, 
loans, and levies on parents. The number of schools has increased 
from 1,827 in 1946 to 2,194 in 1966, but over the same period the 
pupil-teacher ratio has risen from 22.7, which was substantially 
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below the state school average, to 29.5, which is substantially 
above. This is the more serious since the independent schools 
have a higher proportion of secondary pupils than the state 
schools and might therefore be expected to have a lower pupil- 
teacher ratio. It is difficult to avoid the conclusion that the inde- 
pendent schools have been able to cope with increased numbers 
only by increasing the size of their classes. 

In these circumstances the old issue of state aid for church 
schools has come right back into the foreground of state politics 
and indeed of federal politics.* On the one hand it is argued that 
parents of children at independent schools are in fact paying 
twice for their education, and that the state school systems are 
being relieved of large numbers of children they could only ac- 
commodate at a prohibitive cost. On the other hand the fear is 
widely expressed that state finances are already so strained that 
any money given to church schools would mean that even less 
would be available for the state schools. In fact most of the states 
have found ways of helping the independent schools, for example 
by permitting state bursaries and scholarships to be held at them, 
or by making transport concessions and facilities available to their 
pupils as well as to state schoolchildren. There has also been a 
move, following a lead set by the Commonwealth government in 
Canberra, toward meeting interest payments on loans raised by 
independent schools to cover the cost of new classrooms. As we 
shall see, however, the major aid has come from direct Common- 
wealth intervention.” 


Universities 


Four of the Australian states had universities at the time of 
federation, and the two remaining states established universities 


4. D. A. Aitkin, “Political Review,” Australian Quarterly, XXXVIII (June, 
1966), 101-102; R. M. Parish, “The Economics of State Aid to Education,” 
Economic Record, XXXIX (September, 1963), 292-304; H. F. Lydall, “The 
Economics of State Aid to Education,” Economic Record, XL (June, 1964), 
260-264. 

5. After the above was written the state government of Victoria broke new 
ground by announcing in September, 1967, that it would subsidize the runnin 
expenses of independent schools at the annual rate of ten dollars per primary pupi 
and twenty dollars per secondary pupil. 
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before the First World War. No further universities were estab- 
lished until after the Second World War, but the number has 
more than doubled in recent years, and there are now fourteen 
universities, two “university colleges,” and a new university in 
New Guinea. 

The Australian universities are perhaps best described in 
American terminology as “state affiliated” institutions. With the 
exception of the Australian National University they were estab- 
lished under state acts of Parliament and subsidized by the state 
governments, but prior to World War II the subsidies were often 
exiguous and the universities were expected largely to finance 
themselves by fees, donations, and endowments. Only in Western 
Australia was an attempt made to establish a free state university. 
Moreover, unlike most technical and agricultural colleges, the 
universities are not administered directly by the state, and their 
staff are not members of the state civil service or the state teach- 
ing service. Each university is governed by a council or senate, 
which includes some but not a majority of government nominees, 
the remaining members being representatives of graduates, staff, 
and in some case students. It is this governing body which en- 
gages staff and enacts degree regulations under the powers dele- 
gated to it by the state parliament, but it is advised on academic 
matters by a professorial board. University regulations or bylaws 
normally require approval by the state governor, and there have 
been instances where approval has been withheld as a result of 
intervention by state ministers, but fortunately these examples of 
political interference are few and far between. The universities 
have generally been free to decide what they will teach, how they 
will teach it, whom they will admit as students, and whom they 
will appoint as staff. 

It is perhaps surprising that in a country where private schools 
are relatively common at both the primary and secondary level 
there should be no private universities. In Australia, however, the 
churches have limited their activities at the tertiary level to the 
provision of specialized institutions such as theological seminaries 
and residential colleges within or closely associated with the state 
universities. In this way they have been able to conserve their 
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limited resources for the development of their schools. Some 
years ago a proposal to establish a Catholic university in Sydney 
was abandoned, apparently for this reason. Moreover, unlike the 
United States, Australia has no universities established entirely 
by private benefactors. It may be that private fortunes in Aus- 
tralia have never been large enough for this purpose, or alterna- 
tively, that until comparatively recently they have been accumu- 
lated in fields such as primary industry, where people have had 
relatively little appreciation of the value of higher education and 
research. It is perhaps significant in this connection that much of 
the research relevant to primary industry has been conducted 
outside the universities, notably in the Commonwealth Scientific 
and Industrial Research Organisation. 

Somewhat paradoxically the universities felt the postwar pres- 
sure of student numbers before either the primary or the second- 
ary schools. The “bulge” arising from the higher wartime and 
postwar birth rate did not indeed reach the universities until the 
late fifties, after it had passed through the schools. However, the 
universities experienced an immediate peak after the war with 
the entry of students released from the armed services. In addi- 
tion there has been a steady rise throughout the postwar period in 
the proportion of school-leavers seeking to enter the universities.* 
The combined results of these factors is that university enrol- 
ments, which had been about 10,000 in the mid-thirties, rose to a 
peak of 32,000 in 1948-49. Thereafter they fell back to about 
26,000 in 1953 but rose again steadily to 91,000 in 1966. 

The pressure of increased enrolments on the Australian univer- 
sities thus began sooner and has been proportionately greater 
than that on other educational institutions. The general running 
expenditure of the universities has risen phenomenally from 
under $3 million in 1946 to $105 million in 1966. Large capital 
expenditure is also being incurred on new buildings. This expan- 
sion has of course only been possible with greatly increased finan- 
cial assistance not only from the states but also from the Com- 


6. See Australian Universities Commission, Report of the Committee on the 
Future of Tertiary Education in Australia (Melbourne, 1964), I, 28-36. 
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monwealth government. The plight of the universities in fact 
spearheaded the public demand for Commonwealth assistance 
for education. The form such assistance has taken will be exam- 
ined below, but here it may be noted that the universities had a 
strong claim for Commonwealth assistance since their increased 
enrolments were in part at least the result of Commonwealth 
policy. This was obviously so with respect to the entry of ex-serv- 
ice students. The Commonwealth Reconstruction Training 
Scheme paid students’ fees, granted them living allowances, and 
also made direct grants to the universities to cover the costs of 
extra staff and facilities. In addition Commonwealth policy was 
also partly responsible for encouraging more school-leavers to 
enrol at the universities. During the war certain professions such 
as medicine and engineering had been “reserved,” and financial 
assistance given to students studying for them. This was the 
beginning of the Commonwealth Scholarship Scheme for civilian 
students, but unlike the Reconstruction Training Scheme it had 
no provision for grants to enable the universities to accommodate 
the additional students. It was the cessation of the former scheme 
and the continuance of the latter that provoked the first crisis in 
university finance in 1951. 


Education as a Commonwealth Function 


The impact of Commonwealth policy on postwar university 
enrolments indicates that although education was not formally a 
Commonwealth function, unsuspected educational implications 
were latent in the defense power, which clearly was a function 
transferred to the Commonwealth at federation.” This also proved 
to be true of several other Commonwealth powers, notably exter- 
nal affairs and immigration. In the postwar years Australia be- 
came increasingly involved in international affairs, and at the 


7. Under its defense power the Commonwealth also maintains colleges for the 
armed services, some of which now have university affiliations. 


304 Contemporary Australia 


same time there emerged in the international sphere new organi- 
zations specially concerned with education, UNESCO, for exam- 
ple, and new educational programs such as the Colombo Plan. 
The Commonwealth thus found itself acting as an intermediary 
between these international developments and the state educa- 
tion systems. With regard to immigration the adoption of a vigor- 
ous immigration policy by the Commonwealth brought increasing 
numbers of non-English-speaking migrants to Australia. The 
Commonwealth thus became involved in English language teach- 
ing to migrants both before and after they arrived in Australia. 
The Commonwealth organizes and finances the teaching but re- — 
lies on the states to provide it. In these various ways, therefore, 
the separation of powers between the Commonwealth and the 
states proved to be by no means so clear-cut as the framers of the 
Constitution had imagined. 

On the other hand the Commonwealth has not always exer- 
cised its powers in the educational field even when it could clearly 
have done so. This applies particularly to its responsibility for 
education in Commonwealth territories. Its main venture, and 
certainly its most expensive, has been the Australian National 
University, created in Canberra in 1946 as a postgraduate institu- 
tion, and later incorporating a small undergraduate college dat- 
ing from before the war. At the primary and secondary levels, 
however, arrangements were made with the states of New South 
Wales and South Australia whereby they staffed and adminis- 
tered the schools in Canberra and the Norther Territory, respec- 
tively, on behalf of the Commonwealth. In territories outside 
Australia education was left mainly to the missions. After the 
Second World War a government educational service was estab- 
lished in New Guinea, but two-thirds of the primary education 
there is still provided by the missions. 

By and large, therefore, the Commonwealth has shown no 
particular eagerness to enter the educational field directly or to 
exercise the powers available to it, still less to extend its powers. 
In 1944 when the late Dr. Evatt promioted an unsuccessful refer- 
endum to amend the Constitution by transferring fourteen 
powers from the states to the Commonwealth for the purpose of 
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postwar reconstruction, education was not one of the powers 
included. However, two years later “benefits to students” was 
included as an unobtrusive item in the list of pensions and social 
security benefits for which the Commonwealth secured authority 
by the Social Services Referendum of 1946. Previously the Com- 
monwealth had had power to provide only old age or invalid 
pensions, and the primary purpose of the referendum was to give 
it power to provide unemployment and sickness benefits. How- 
ever, under “benefits to students” the Commonwealth was also 
able to continue on a permanent peacetime basis its scholarship 
scheme for university students that had originally been launched 
as a temporary wartime measure under the defense power. 

The present position is that each year the Commonwealth pro- 
vides six thousand university entrance scholarships and some two 
thousand other scholarships for students in later years of their 
courses or for postgraduate work. The available scholarships are 
allocated among the states in proportion to population, but indi- 
vidual awards are made on the results of examinations conducted 
by or for the various universities. Unfortunately the number of 
scholarships available has not kept pace with the number of 
candidates, so that progressively higher examination standards 
have been required to gain an award. Each scholarship covers 
university fees and a living allowance—in the case of needy 
students—and is tenable subject to satisfactory performance until 
the student has completed his course. Many students who would 
not otherwise be able to do so are thus enabled to attend universi- 
ties. To this extent Commonwealth scholarships increase the pres- 
sure on the universities, but since at any one time a quarter of the 
students enrolled for degrees are having their fees paid for them 
by the Commonwealth, the universities have been able to increase 
their fees more readily than they could otherwise have done. 
Even so it has never been considered practical to raise fees high 
enough to cover the full cost of university education, and they 
remain substantially below the level common in the United 
States. 

In 1965 three similar scholarship schemes came into operation 
for other classes of students. At the tertiary level one thousand 
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“advanced education scholarships” are offered annually to stu- 
dents taking diploma or professional courses at tertiary institu- 
tions other than universities, and particularly at the new colleges 
of advanced education. They are awarded on the same basis and 
carry the same benefits as university scholarships. By providing 
alternative opportunities for higher education they are intended 
to take some of the pressure off the universities and to stimulate 
the development of technological and other institutions. 

The other two new categories of scholarships are provided at 
the preuniversity level for pupils in the last two years of second- 
ary school or at an equivalent level in technical schools. The 
number of scholarships offered each year is ten thousand in the 
first category and twenty-five hundred in the second. The num- 
bers available in each state are determined on a population basis, 
and individual awards are made on the results of competitive 
selection examinations. The scholarships cover fees up to $150 a 
year, textbooks, and a small living allowance given regardless of 
parents’ income. They are thus designed to reduce the drop-out 
rate particularly of poorer children in the last two years of sec- 
ondary education, but since they are tenable at either state 
schools or independent schools they are likely to benefit parents 
with children at the latter more than those with children at state 
schools, where there are normally no tuition fees. Moreover, by 
increasing the capacity of parents to pay fees or otherwise con- 
tribute toward the support of independent schools they provide 
an indirect means of government aid. In this respect they are 
similar to Commonwealth income tax concessions, whereby ex- 
penses incurred on school fees are allowed as a deduction from 
taxable income. Both forms of aid are however limited in their 
incidence, scholarship aid only accruing to older children, and 
income tax aid accruing mainly to children with well-to-do par- 
ents. 

Under its social security and implicit educational powers the 
Commonwealth has thus come to provide certain direct educa- 
tional services and a variety of scholarship schemes. The esti- 
mated cost of some of these services in 1966-67 is set forth in 
Table 3. 
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At an early stage it was found desirable to make special adminis- 
trative arrangements for some of these activities. For many years 
the university scholarships were administered by a Common- 
wealth Scholarships Board, working in conjunction with the 
states, and international aid together with general liaison and 
research was administered by an Office of Education attached to 
the Prime Minister's Department. The two agencies were origi- 





Table 3. Commonwealth Direct Expenditure on Edu- 
cation, 1966-67 ($A. millions) 





Direct responsibilities 


International aid (est.) $ 8.3 
Australian National University 19.6 
Schools in Canberra and 
Northern Territory 13.1 
Education in New Guinea 18.1 
$59.1 
Scholarship schemes 
University $16.3 
Other 11.0 
27.3 
Total Direct Expenditure $86.4 





Note: These figures exclude the ‘specific purpose” grants referred to in 
the next section, which amounted to a further $78.9 million in 1966-67. 

Sources: Commonwealth Department of Education and Science; Papua/ 
New Guinea Parliament, House of Assembly Debates, Vol. I, No. 14, 
August 28, 1967. 





nally established during the war and worked in close association 
with one another. In 1966, however, the growing significance of 
the Commonwealth’s educational activities led to the establish- 
ment of a new Ministry of Education and Science which absorbed 
existing agencies and took over the administration of most of the 


Commonwealth’s educational activities. 
Commonwealth Grants to the States 


In addition to educational activities under its own constitu- 
tional powers the Commonwealth has come to exercise an impor- 
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tant influence on the educational activities of the states by way of 
the grants it makes to them as a means of redressing the fiscal 
imbalance of the Australian federal system. 

This imbalance is such that the states are able to meet only 
about one-third of their outlays from current revenues, whereas 
under normal peacetime conditions the Commonwealth has rey- 
enues correspondingly in excess of its outlays. The states are 
therefore dependent on large-scale transfers from the Common- 
wealth by way of grant or loan in order to balance their budgets. 
This situation has come about, first, because at federation cus- 
toms and excise duties, which had previously been the main 
source of state revenue, were transferred to the Commonwealth. 
Second, sales taxes were subsequently ruled by the courts to be 
excise duties and therefore also a Commonwealth prerogative. 
Third, state income taxes were replaced during World War II by 
a uniform Commonwealth income tax in order to overcome the 
fiscal problems created by marked differences in income tax rates 
as between the various states. The states were reimbursed for 
their loss of revenue by Commonwealth grants so long as they 
refrained from levying their own income taxes, a condition which 
effectively excluded them from the field. Finally, borrowing by 
the states was centralized and conducted for them by the Com- 
monwealth as a result of the Financial Agreement of 1927. The 
total borrowing program for the states is agreed upon by the 
Loan Council, a joint Commonwealth-state body, which deter- 
mines the terms upon which loans are to be raised and the aggre- 
gate amount to be allocated to each state. 

By and large the predominant financial strength of the Com- 
monwealth in the federation has not been used to influence the 
pattern of state expenditure. Commonwealth grants to the states 
are given under Section 96 of the Constitution according to which 
they may be subject to “such terms and conditions as the Parlia- 
ment thinks fit,” but in fact 75 per cent of the amount paid by the 
Commonwealth to the states is given for general purposes with no 
conditions attached to how it shall be spent. This applies in 
particular to the grants orginally made by way of reimbursement 
for the loss of state income taxes and also to “special grants” given 
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to the financially weaker states for “equalization” purposes. There 
are, however, three important exceptions to this general rule. 

In the first place the total amount paid to the states in federal 
grants has often had to be limited in the interest of overall 
economic policy. This has from time to time imposed a ceiling on 
the expenditures of the states and forced economies on them, 
some of which have fallen heavily on educational projects and 
provoked the criticism that the Commonwealth was not giving 
the states enough money to meet essential educational needs. 

Second, the “special grants” paid to the weaker states are made 
on the recommendation of the Commonwealth Grants Commis- 
sion, which was established for this purpose in 1933.° The commis- 
sion works on the principle of recommending “special grants” suf- 
ficient to meet, or at least reduce to “standard,” the budget deficits 
of the claimant states, subject to their showing reasonable effort 
in raising revenue and economy in spending it. In its examination 
of state expenditure the commission came to scrutinize closely the 
educational activities of the states, and was in fact probably the 
first federal agency to do so. On the one hand it has questioned 
policies such as a higher school-leaving age or a more vigorous 
consolidation policy in the claimant states, but on the other hand 
it has recognized the needs imposed by relatively large numbers 
of school-age children and sparsity of population. Recognition of 
the latter factors permitted the claimant states to move from 
spending less per head than the other states on education before 
the war to spending more per head after the war. 

Finally, although most of the funds transferred from the Com- 
monwealth to the states are for general purposes, there are a not 
insignificant number of “specific purpose” or conditional grants, 
which the states can spend only on purposes prescribed by the 
Commonwealth. The effect of such a grant is to add to state 
expenditure in one direction without adding to it in others; or if 
matching conditions are attached, actually enforcing reductions 
in other directions unless the state can find supplementary 
sources of revenue, either by raising its own taxes and charges or 


8. W. Prest, “Australian Federalism: The Role of the Commonwealth Grants 
Commission,” Journal of Commonwealth Political Studies, V (March, 1967), 1-18. 
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by extracting larger general-purpose grants from the Common- 
wealth. 

In the educational field the Commonwealth’s “specific purpose” 
grants to the states are largely ancillary to its scholarship 
schemes, being intended to help appropriate institutions cater for 
increased student numbers. The oldest and most important of 
these grants are those for universities, which were introduced on 
a regular basis in 1951 following the report of a committee of 
inquiry under the chairmanship of the late Professor R. C. Mills. 
The system was continued and extended in 1957 following the 
report of another committee under the chairmanship of Sir Keith 
Murray, who was at that time chairman of the British University 
Grants Committee. In 1959 a permanent Australian Universities 
Commission was established to advise on the continuing needs of 
the universities. The commission was intended to function like 
the British committee, with a chairman and several members 
drawn from the academic world, thereby insuring that university 
needs were assessed by an expert committee which could act as a 
buffer between political realities on the one hand and academic 
aspirations on the other. 

“Specific purpose” grants to the states for universities have 
generally been given for a term of three years, the universities 
thus being enabled to plan ahead for each triennium. Initially the 
grants were made only for recurrent purposes, including research, 
but after the Murray report additional grants were introduced for 
building projects, and unlike the recurrent grants these were 
earmarked for particular faculties or departments. Separate 
grants have also been provided for student housing, and more 
recently for teaching hospitals and for approved research proj- 
ects. An effort has also been made to separate the financial effects 
of salary adjustments from those of rising enrolments and other 
developments. Grants to help meet higher salaries have generally 
been provided by special legislation after special inquiries. 

From the outset these “specific purpose” grants for universities 
have been given on a matching basis, so that the total amounts 
received by the universities from the states include, in addition to 
the Commonwealth’s “specific purpose” grants, increased alloca- 
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tions from the states’ general funds, which as we have seen are in 
their turn largely derived from the Commonwealth’s grants for 
general purposes. Alternatively the states have had to agree to 
increases in university fees. Thus, in determining its “specific 
purpose” grants the Commonwealth has necessarily determined 
the total state assistance to the universities. For the 1961-63 
triennium the Australian Universities Commission recommended 
total assistance to the universities of about $73 million per annum, 
of which $30 million per annum was in “specific purpose” grants. 
For the 1964-67 triennium the corresponding figures were about 
$111 million and $45 million per annum, and for the 1967-69 
triennium about $162 million and $66 million per annum.” The 
recommendations for the first two triennia were accepted without 
serious amendment except that in 1965 $4 million was deducted 
from the commission’s research allocation and distributed for 
special projects by a new research committee, which some of the 
states have now refused to support. In the third triennium, how- 
ever, the commission’s recommendations were cut back by about 
10 per cent, after representations by the states concerning the 
heavy matching burdens that were being imposed upon them. 
This rejection of the recommendations of an expert body was bad 
enough, but shortly afterward the status of the commission ap- 
peared to be drastically altered by the appointment of a civil 
servant as chairman instead of an academic. These two events 
caused consternation in the universities, since they seemed to 
imply that grants for the universities would in future be deter- 
mined more by political and financial considerations than by the 
objective assessment of university needs.’ With grants at their 
current level, however, it could hardly be otherwise, and even in 
Britain the recommendations of the University Grants Committee 
are now no longer accepted as a matter of course. 

Compared with university grants the other “specific purpose” 
educational grants are of comparatively recent origin and for 


g. Australian Universities Commission, Third Report (Canberra, 1966), p. 16. 
These figures include grants in aid of recurrent expenditure, capital eerie: 
student residences, and teaching hospitals. The expenditure figures quoted on p. 
307 above relate only to recurrent expenditure. 

10. “The Dilemma of the Universities,” Round Table, No. 225 (January, 
1967), pp. 103-114. 
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comparatively small amounts, and perhaps for these reasons have 
occasioned less controversy. At the tertiary level grants to the 
states for colleges of advanced education were introduced in 1965 
and for state teachers’ training colleges in 1967 following the 
recommendations of a Committee on the Future of Tertiary Edu- 
cation sponsored by the Universities Commission. The upgrading 
of senior technical colleges into colleges of advanced education 
was recommended as a means of reducing the pressure on the 
universities, and “advanced education scholarships” are also 
being provided for this purpose. On the other hand it may be 
argued that creating two classes of tertiary institutions involves 
drawing too sharp a line between the functions that are proper to 
a university and those that are not." However that may be, an 
Advisory Committee on Advanced Education was appointed on 
the model of the Universities Commission, and “specific pur- 
pose” grants are being made for both recurrent and capital pur- 
poses, on a matching basis similar to that for university grants. In 
this case, however, a ceiling of $16 million per annum was set in 
advance for the 1967-69 triennium so that the committee’s task 
was limited to allocating this amount among about twelve eligible 
institutions. 

The Commonwealth appears to have been reluctant at first to 
extend “specific purpose” grants to state teachers’ colleges, of 
which there are about thirty in Australia, but in view of the 
urgent need to increase the facilities for teacher training it has 
now agreed to provide capital grants, for building and equipment 
only, at the rate of $8 million per annum in the 1967-70 trien- 
nium. No matching provisions are attached, but the states are 
expected not to reduce their own expenditure and to provide 10 
per cent of the additional places for students who are not commit- 
ted to serve with the state education departments. In the past the 
students attending these colleges have generally been trainee 
teachers in receipt of state bursaries or living allowances. There 
are no Commonwealth scholarships specifically for training teach- 
ers. 

At the secondary level the Commonwealth provides two “spe- 

11. Ibid., p. 114. 
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cific purpose” grants, one for buildings and equipment in state 
technical schools and the other for science laboratories and appa- 
ratus in secondary schools. The grants are not available for run- 
ning expenses, and no matching provisions are attached. Over the 
three years 1964-66 both were payable at an average rate of $10 
million per annum and were allocated among the states on a 
population basis. However, about 27 per cent of the secondary 
school laboratory grant was allocated to independent schools, and 
their needs were found to be such that in 1967 the total grant was 
raised to over $12.5 million so that the aid to them could be 
doubled without reducing that available to the state schools. This 
grant thus provides a form of direct governmental aid to inde- 
pendent schools in addition to the indirect aid given by the 
Commonwealth's secondary scholarship scheme. As such it has 
aroused remarkably little controversy. Being given at the second- 
ary level, it does not benefit exclusively one religious group; being 
strictly limited to scientific facilities, it does not subsidize the 
teaching of any particular religious tenets; and being given by the 
Commonwealth, it is available to state schools as well as inde- 
pendent schools. In these respects it perhaps sets a pattern for 
state aid in the future, if it is to avoid the sectarian controversies 
of the past. 

The above survey of the system of Commonwealth grants 
shows how they have been used to affect significantly the educa- 
tional pattern in Australia. Broadly speaking, the Common- 
wealth’s objectives have been to secure greater “equalization” 
between the states, to encourage the supply of professional, scien- 
tific, and technical manpower, and partly as a by-product to 
improve the facilities of the independent schools. The new Minis- 
try of Education and Science has taken under its wing the admin- 
istration of the Commonwealth’s “specific purpose” grants as well 
as its scholarship schemes and direct educational activities. Al- 
ready there are suggestions for broadening its activities, for exam- 
ple, by sponsoring the introduction of common textbooks and 
syllabuses in the state schools. However, the state departments, 
the universities, and the independent schools are all jealous of 
their freedom and likely to resist encroachments upon it. 
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Conclusion 


Perhaps the basic question which emerges from the preceding 
discussion of the various sectors of Australian education is how 
the constitutional framework affects the level of educational ex- 
penditure. Would Australia be likely to spend more on education, 
assuming that to be desirable, if the constitutional framework 
were different? No definitive answer can be given, but it is possi- 
ble to point to some of the issues that are involved. 

There is little point in asking whether educational expenditure 
would be higher if each state were independent, since the breakup 
of the federation is not now a practical possibility. Historically, 
it is almost certain that per capita educational expenditure is 
greater than it would have been in the absence of federation, 
if only because the economic integration of the various states 
has resulted in a higher per capita gross national product. It is 
also true that federation, by facilitating “equalization,” has en- 
abled the quality of educational services in the smaller states to be 
brought up to the level of the larger states. However, the impor- 
tant question for the future is whether further unification in the 
constitutional framework might facilitate the expansion of educa- 
tional expenditure. 

From this point of view it is necessary to consider the way in 
which educational expenditure is determined. Two basic deci- 
sions are involved. The first concerns the overall level of taxation 
and therefore the size of the public sector as compared with the 
private sector of the economy. The second concerns the allocation 
within the public sector of expenditure between education and 
other services. In a federal country, however, there is also a third 
problem concerning the allocation of expenditure within the 
public sector among different regions, which for practical pur- 
poses in Australia means among the various states. Moreover, this 
third problem tends to take precedence over the second, in the 
sense that both the total level of public expenditure and also its 
allocation among the states are primarily matters for decision by 
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the Commonwealth government, whereas the allocation of ex- 
penditure between education and services such as hospitals or 
police is primarily a matter for the states. Some qualifications are 
necessary to this statement since the states are not without influ- 
ence on the overall level of taxation or on the allocation of funds 
among themselves, and equally the Commonwealth—as we have 
seen—is not without influence on the allocation of state expendi- 
ture between education and other services. Nevertheless, the di- 
vision of responsibility means that, so far as the Commonwealth is 
concerned, expenditure on items such as defense and social secu- 
rity benefits is set against an omnibus item for grants or loans to 
the states, instead of directly against particular services such as 
education. 

If the constitutional framework were to become more unitary 
there would be no such division of responsibility, and Common- 
wealth expenditure would be allocated directly between educa- 
tion and items such as defense. Would education then be likely to 
get a larger share of the total? This is at least doubtful. Indeed 
education might fare worse trying to argue its own case against, 
say, the armed services than when it is represented by the states, 
which are a highly effective and experienced pressure group. 
Some skepticism also seems to be called for concerning the argu- 
ment that it would be relatively easy for the Commonwealth to 
increase taxation to meet educational needs, if education were 
clearly and directly a Commonwealth function. This perhaps be- 
trays some wishful thinking about the voters’ order of priorities. 
Perhaps the most that can be said is that with a more unitary 
constitutional framework it would no longer be possible for gov- 
ernments to evade responsibility by blaming one another, the 
Commonwealth accusing the states of inefficiency, and the states 
accusing the Commonwealth of parsimony. But the opportunities 
for such evasions could be equally well reduced if, instead of 
increasing Commonwealth activities, some way could be found of 
increasing the tax resources of the states, thereby making them 
less dependent on Commonwealth grants. 


as 


Democracy and Political Opposition 


Enid Campbell 


Democracy and Dissent 


“It is the highest achievement of democratic societies,” Rhein- 
hold Niebuhr once remarked, “that they embody the principle of 
resistance to government within the principle of government it- 
self." Resistance to government under a democratic regime is 
not, of course, an unqualified right. What it usually means is that 
those who oppose the government for the time being are free to 
express their dissent, to court public opinion, and to compete for 
political power by running candidates for political offices and by 
winning over votes in the legislature. Opposition which manifests 
itself in violence to persons or property, promotion of civil disor- 
der, civil disobedience, or action subverting the democratic order 
is beyond the bounds of legitimacy and is usually the subject of 
severe legal sanctions. 

In providing a place for peaceful, non-violent opposition to 
government, democratic societies have found it necessary to do a 
good deal more than simply guarantee liberty to dissent. The 
main objective of political oppositions is to influence and ulti- 
mately control political decision-making. They ask of the govern- 
mental system facilities to challenge the governing group, to have 
a voice in the conduct of public business, and to compete on 
equal terms with the majority party for popular support. They 
insist upon this as the price of accepting majority rule. Involve- 


1. The Nature and Destiny of Man, Vol. II: Human Destiny (New York, 1941), 
p. 208. 
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ment of oppositions in governmental operations has been found 
valuable, not only as a safety valve but also as a means of mini- 
mizing “the size, resentments and coercion of defeated minori- 
ties’ and of maximizing “the number of citizens who conclude 
that their goals have been adequately met” by the decisions 
ultimately made by the government. Democracy does not expect 
total consensus, but it is better satisfied if the minority whose will 
is subordinated to that of the majority is a small one. 

The institutional arrangements adopted by different democra- 
cies to facilitate, support, and contain political oppositions dis- 
play considerable variation. The particular concern of this chap- 
ter is the manner in which Australian law directs and controls the 
expression of political dissent: how it limits “the right to talk 
politics,” how it affects the right of association for political pur- 
poses, how it affects the growth and dissemination of political 
ideas, and how it conditions opposition goals and strategies. The 
principal questions to which I shall address my attention are 
these: Has the law generated any pressure toward conformity in 
political beliefs and affiliations? Has it discriminated against any 
particular types of political opinion? Has it tended to give gov- 
ernments distinct advantages over their opponents? Has it pro- 
vided oppositions with adequate facilities both for communicat- 
ing with the agencies of government and for bringing intelligent 
and informed criticism to bear on governmental transactions? 


Civil Rights 


Political freedom in Australia, as in Great Britain, depends for 
its protection on the common law and the statutory law enacted 
by parliaments. Though it was modeled closely on the United 
States Constitution, the Australian federal Constitution does not 
contain anything that could be termed a bill of rights. It includes 
a number of clauses prohibiting enactment of laws having a 


2. Robert Dahl (ed.), Political Oppositions in Western Democracies (New 
Haven, 1966), p. 387. 
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certain effect,’ but only one of these, Section 116 (freedom of 
religion ), relates to what are traditionally regarded as fundamen- 
tal human rights. 

The absence of constitutionally guaranteed civil rights means 
that Australian parliaments can inhibit individual freedom in a 
manner that would not be possible in, say, the United States. On 
the other hand, the Australian parliaments do not possess the 
same amplitude of legal power as is possessed by the United 
Kingdom Parliament. They may legislate only with respect to 
certain subjects and their legislative acts are subject to judicial 
review. A law interfering with individual liberty will not be 
accepted as a valid enactment unless it is directly related to some 
subject matter within the law-making competence of the enacting 
legislature. This qualification has particular relevance to the fed- 
eral Parliament whose legislative powers are specifically enumer- 
ated in the Commonwealth Constitution. As the Privy Council 
once observed, none of the heads of federal power relates “to that 
general control over the liberty of the subject which must be 
shown to be transferred to it [i.e., the federal Parliament] if it is 
to be regarded as vested in the Commonwealth.” 

The High Court of Australia, upon which the burden of consti- 
tutional interpretation chiefly falls, has developed a variety of 
techniques by which to restrain legislative excesses and foster 
respect for democratic values. Given a choice, the court tends to 
favor that interpretation of constitutional authority which inter- 
feres with liberty least. Its bias in this regard has been particu- 
larly evident in cases concerning the extent of the federal defense 
and incidental powers (the incidental power being the power to 
make laws incidental to the execution of specifically enumerated 

3. E.g., Sec. 51(ii) (federal laws with respect to taxation shall not discriminate 
between States or parts of States); Sec. 51(xxiiiA) (federal laws providing for 
medical or dental services shall not authorize any form of civil conscription); Sec. 
g2 (trade, commerce and intercourse among the States shall be absolutely free); 
Sec. 99 (the Commonwealth shall not by any law or regulation of trade, com- 
merce, or revenue, give preference to one State or any part thereof); Sec. 100 (the 
Commonwealth shall not abridge the right of a State or of the residents therein to 
the reasonable use of the water of rivers for conservation or irrigation); Sec. 116 
(the Commonwealth shall not make laws establishing religion; for imposing 
religious observance or for probibitng the free exercise 0 Ser cers 


4. Attorney-General (Cth) v. Colonial Sugar Refining Co. (1914) Appeal Cases, 
237 at 255. 
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federal executive, legislative, and judicial powers). In common 
with English courts, the High Court has tended to read statutes 
striking at individual liberty restrictively. While it is reluctant to 
hold a statute invalid, the very validity of a legislative measure 
may depend on the fact that the court is prepared to allow the 
statute only a limited sphere of operation. In those cases where 
the individual's rights and liberties are liable to be affected by 
executive action and the manner in which executive power is to 
be exercised is set out in the body of the enabling legislation, the 
courts are apt to treat the statutory procedures as mandatory in 
the sense that any departure from them will spell invalidity for 
the resulting executive action.* 


Sedition 


By the time the Australian colonies were settled, the common 
law of England, on which Australian law is based, had come to 
recognize the legitimacy of various forms of political dissent. But 
dissent was permissible only to the extent that it did not have a 
tendency to create violence or civil disorder or to undermine 
public confidence in the established institutions of government. 
The legal limits on the strategies of dissent were expressed most 
forcefully in the laws relating to treason, sedition, contemptuous 
criticism of the courts and parliament, conspiracy, unlawful as- 
sembly, and riot. 

English law displays a fairly high degree of tolerance toward 
opposition that manifests itself in the spoken or written word. But 
it also recognizes the power of words to shape men’s attitudes and 
actions and has therefore sought to censor that kind of speech 
which has a tendency to promote civil disobedience, disorder, or 
revolutionary change in government. The principal restraint on 
political opposition by speech is the threat of prosecution and 
punishment for the publication of seditious words. Sedition is a 

5. See Ex p. Walsh and Johnson; In ace fees (1925) 37 Commonwealth Law 
Reports, 36; The King v. Carter; ex p. Kisch (1924) 52 Commonwealth Law 


Reports, 221; ang. Wilson; ex p. Kisch (ava) 52 Commonwealth Law Reports, 
234; Griffin v. Wilson (1935) 52 Commonwealth Law Reports, 260. 
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common-law misdemeanor, but in some of the Australian states it 
has been put on a statutory footing.’ Since 1920, sedition has also 
been a federal offense. Under the Commonwealth Crimes Act’ it 
is an offense punishable by three years’ imprisonment to write, 
print, utter, or publish words expressing an intent: 


(a) to bring the Sovereign into hatred or contempt; 


(b) to excite disaffection against the Sovereign or the Government 
or Constitution of the United Kingdom, or against either House 
of the Parliament of the United Kingdom; 


(c) to excite disaffection against the Government or Constitution 
of any of the Queen’s Dominions; 


(d) to excite disaffection against the Government or Constitution 
of the Commonwealth; 


(e) to excite disaffection against the connection of the Queen’s 
Dominions under the Crown;* 


(f) to excite Her Majesty’s subjects to attempt to procure the al- 
teration otherwise than by lawful means, of any matter in the 
Commonwealth established by law of the Commonwealth; or 


(g) to promote feelings of ill will and hostility between different 
classes of Her Majesty’s subjects so as to endanger the peace, 
order or good government of the Commonwealth.® 


One High Court judge has questioned the constitutionality of 
paragraph (g),”° but so far the point has not arisen directly for 
judicial decision.” The general provisions defining sedition are 
qualified by a section legitimating attempts in good faith to show 
that policies are mistaken, to point out errors or defects in the 
government, or to advocate alteration of the law, and anything 
done in good faith in connection with an industrial dispute or 
matter. 


6. Under the criminal codes of Queensland, Tasmania, and Western Australia. 

7. The relevant sections are 24A—24F. 

8. This provision was directed against Irish nationalists. 

g. The Hetnition of sedition was taken from the Draft Criminal Code of 1879 
prepared by Sir Fitzjames Stephen and revised by criminal law commissioners. 
The federal laws against sedition were in a sense a continuation of measures 
adopted during World War I under the defense pele See Geoffrey Sawer, 
Australian Federal Politics and Law, 1901-1929 (Melbourne, 1956), pp. 136, 165, 
195, 197, 268. 

10. R. v. Sharkey (1949) 79 Commonwealth Law Reports, 121 per Dixon, J. 

11. The federal Parliament lacks general authority to legislate with respect to 
crime. The sedition laws rest on a combination of the external affairs and 
incidental powers. See federal Constitution, Sec. 51 (xxix) and (xxxix). 


EEE 
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The sedition laws are so framed that it is extremely difficult for 
a person to know exactly what criticism will be tolerated and 
what will not. The laws weigh most heavily on those who advo- 
cate drastic structural changes in the government. When sedition 
was made a federal offense in 1920, many Labor politicians ex- 
pressed fears that the existing government was legislating against 
left-wing socialist opinion.” Although federal prosecutions for 
sedition have been rare, the individuals most often selected for 
prosecution have been known members of the Communist party. 

The difficulties of determining the limits of legitimate opposi- 
tion are well illustrated by two cases that came before the High 
Court in 1949. The first’ arose out of the statement by Gilbert 
Burns, a Communist, that in the event of war with Soviet Russia, 
Australian Communists would fight on the side of the Russians. 
Burns had made this statement at a public meeting in reply to a 
question from the floor. The High Court was equally divided on 
the question whether the opinion expressed by Burns manifested 
a seditious intent; this meant that the chief justice had the casting 
vote. In his view, a seditious intent had been established. On the 
other hand, the minority felt that no offense was committed 
unless it could be shown that the defendant had intended to 
influence others; in their opinion, Burns had not conveyed such 
an intent.“ He had not endeavored to persuade his audience but 
had merely answered a question about the attitude his party 
would take in a certain hypothetical event. The decision in the 
case of Lawrence Sharkey, another Communist, was different.” 
He had voiced sentiments similar to those of Burns but had 
added that the object of the Communist party was to bring the 


12. Commonwealth Parliamentary Debates (CPD), House of Representatives 
(HR), November 23, 1920, pp. 6847 ff. 

13. Burns v. Ransley (1949) 79 Commonwealth Law Reports, 101. 

14. Compare Francis v. Rowan (1941) 64 Commonwealth Law Reports, 196, 
where it was held that to establish a charge of endeavoring “orally ... to 
influence public opinion . . . in a manner likely to be prejudicial to . . . the 
efficient pros curon of the war” contrary to regulation 42 of the National Security 
(General) Regulations, it was sufficient to show that the defendant consciously 
made a speech which was likely to be prejudicial to the efficient prosecution of the 
war. It was immaterial, the High Court said, that in making the speech, the 
defendant did not intend to influence public opinion in a manner likely to be 
prejudicial. 

15. R. v. Sharkey (1949) 79 Commonwealth Law Reports, 121. 
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workers to power. Moreover, if Fascists used force to prevent the 
workers’ gaining that power, the Communists would advise them 
“to meet force with force.” The High Court felt that Sharkey’s 
conviction should stand. 

As judicially interpreted, sedition under the federal Crimes Act 
seems to be more widely drawn than the common-law offense of 
the same name. Recent cases on the ambit of sedition at common 
law have stressed that to support a conviction it is necessary to 
establish an intention to incite violence or public disorder.** But 
under the Australian Act, sedition is committed merely if a person 
uses words expressing an intention to excite disaffection against 
certain objects. Disaffection, Latham, C. J., has said, “means more 
. . . than political opposition.” Applied to the sovereign or a 
government it “means not merely the absence of affection and 
regard, but disloyalty, enmity and hostility." (Government in 
this context refers, of course, not to the persons who occupy 
political offices, but to the established system of political rule. )* 

My feeling is that the criterion of guilt adopted in the Crimes 
Act goes far beyond what is reasonably necessary for the protec- 
tion of society against violent political change or subversion of 
the democratic system. Surely the only proper test of the injurious 
quality of words is their likely or probable effect on conduct. It is 
such a test that the United States Supreme Court has applied 
through its “clear and present danger” doctrine.” According to 
that tribunal, the justification for inhibiting freedom of political 
expression has to be evaluated with reference to the probability 
of demonstrable, serious, and immediate injury to the body poli- 
tic if restraint is not imposed. In contrast, Australian law looks 
only to the intent of the speaker, and it is enough if the intention 
is to create in others feelings of “disloyalty, enmity and hostility” 
toward established governmental institutions. True the existence 
of such feelings, particularly if they are widely shared, may pro- 


16. R. v. Burns (1886) 16 Cox’s Criminal Cases, 355; R. v. Boucher (1951) 2 
Dominion Law Reports, 369. ‘ 
17. Burns v. Ransley (1949) 79 Commonwealth Law Reports, 101 at 109. 
18. Ibid., per Dixon, J., at 115. 
( 19. Nay U. S. v. Dennis 341 U. S. 494 (1951); Yates v. U. S. 354 U. S. 298 
1957): 
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vide a fertile breeding ground for civil unrest, but to excite 
feelings of this kind is not quite the same thing as calling to arms, 
rebellion, or even passive disobedience. It is one thing to attempt 
to insti] an attitude of mind, another to exhort people to embark 
upon a certain course of action or to speak in a manner that will 
encourage the commission of socially dangerous acts. This dis- 
tinction is ignored in our sedition laws. 

Australians may take some comfort in the fact that their gov- 
ernments have not chosen to make sedition a more potent instru- 
ment of political censorship. How far the law operates as a real 
deterrent to criticism of government and advocacy of political 
change is hard to assess. Undoubtedly it is a factor to be consid- 
ered by oppositions in deciding what strategies they will pursue, 
but I seriously question its efficiency as a means of combating 
subversion or even of preventing the spread of ideas that the 
party in power considers dangerous. The tactics of political oppo- 
sitions bent on revolutionary change are infinitely more subtle 
and sophisticated than the framers of the sedition laws ever 
imagined. Not that this has been overlooked by those whose 
responsibility it is to arm the state against subversion from within. 
If the crime of sedition has ceased to figure prominently in the 
annals of thought control, one of the reasons must be that govern- 
ments have evolved far more effective ways of containing opposi- 
tions and, if need be, of extinguishing them. Some of these refine- 
ments in the art of neutralizing and liquidating political oppo- 
nents will be considered below. 


Unlawful Associations 


Historically, individuals acting alone have never exerted much 
influence on the course of political events. The great and influen- 
tial political figures of the past have made their mark on history 
only because there have been others willing to support and aid 
them. Political strength—the power to move and direct human 
events—always lies in numbers and in the ability to organize and 
deploy such vital resources as money, property, and communica- 
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tion media. Political freedom therefore rests in part on liberty to 
associate for the collective pursuit of political objectives and, 
ancillary thereto, the right of the members of the associate to 
accumulate and dispose of material resources for political objects. 
To impede collective endeavor by attaching sanctions or disabili- 
ties to the mere act of joining with others or by denuding an 
association of its material assets strikes at the heart of this free- 
dom. 

The common law has its own peculiar ways of dealing with 
associations which society as a whole (represented by twelve true 
and lawful men) could well do without. It treats their members 
as conspirators whose offense consists in agreeing or acting in 
concert to commit an unlawful act or to commit a lawful act by 
unlawful means. “Unlawful” in this context means not only acts 
and commissions which if committed by individuals singly would 
amount to a civil or criminal wrong, but acts which are somehow 
considered improper or mischievous. 

But in their efforts to suppress “undesirable” political associa- 
tions, Australian governments have not been prepared to rely 
solely on the common law or its statutory equivalents. Durin 
World War I, the Hughes government initiated federal legislation 
against subversive associations, which, though intended only as a 
wartime measure, became the foundation of permanent federal 
laws dealing with the whole problem of internal security. The 
Unlawful Associations Act, 1916, had as its primary object the 
dissolution of the Industrial Workers of the World (IWW).” 
Under the act, the IWW and any other association which advo- 
cated, encouraged, or incited or instigated the taking or endan- 
gering of human life or the destruction of property were pro- 


20. In 1916, twelve members of the IWW were tried in the Supreme Court of 
New South Wales for conspiracy—conspiracy to commit arson, to commit sedition 
and to procure the release of their leader, Tom Barker, from prison by unlawfu 
means. The charges were under state law. The defendants were convicted and 
sentenced to imprisonment for terms ranging from five to fifteen years. On appeal 
two had their sentences reduced (R. v. Reeve [1917] 17 State Reports, New 
South Wales, 81). Some years later a Labor government appointed a royal 
commission to review the case. It was found that four of the prosecution witnesses 
had given false evidence, and as a result all but one of the prisoners were released 
(Brian aris oi The Australian Commonwealth [Melbourne, 1956], pp. 
117-118). 
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nounced unlawful. Persons who engaged in any of these activities 
by deed or writing were liable to criminal penalties, and if they 
were not natural-born British subjects, they were also liable to 
deportation. Amendments to the act in 1917 made it possible for 
an association to be declared unlawful by executive order and 
added provisions making it a criminal offense to be a member of 
an unlawful association or to contribute to its funds.” 

The act with its additions expired six months after the end of 
the war, but its provisions were partially resurrected in 1926 
when the Lyons government decided to amend the Crimes Act. 
On this occasion, the principal target of the government’s legisla- 
tion was the Australian Communist party founded in 1920.” The 
party was not mentioned by name, but it was clearly envisaged 
that it would be classified as an unlawful association, that is to 
say, an association advocating or encouraging overthrow of the 
Constitution by revolution or sabotage; overthrow by force or 
violence of the established government of the Commonwealth or 
of a state or of any other civilized country or of organized govern- 
ment; or the destruction or injury of federal property or property 
used in overseas or interstate trade or commerce; or the carrying 
out of a seditious intent. The legislation made it an offense to be a 
member or officer of an unlawful association;* to be a teacher in 
any school or institution conducted by such an association; to 
contribute funds to an unlawful association or receive or solicit 
the same; or knowingly to print, publish, sell, or expose for sale, 
circulation, or distribution any literature for or in the interests of 
or issued by an unlawful association. The property of an unlawful 

21. Attendance at meetings of an unlawful association and similar acts were 
declared prima facie evidence of membership; thus when these acts were proved, 


the Bfcadent had the burden of proving other facts to show he was not a 
member. 

The Labor opposition was highly critical both of the original act and the 
amendments. It regarded the government’s measures as an attempt to embarrass 
the Labor party and to undermine the trade union movement. The government 
made one concession by inserting in the 1917 act a provision exempting registered 
trade unions from the operation of the statute. 

22. CPD, HR, January 28, 1926, p. 457. 

23. In the absence of proof to the contrary, evidence that a person had, since 
the commencement of the act, been a member of an unlawful association, had 
attended meetings of such an association or spoken publicly in advocacy of the 
association or its objects, or distributed its literature, was to be evidence that at all 
times material to the case, the defendant was a member. 
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association was liable to forfeiture. In 1932 additional sections 
were inserted enabling the attorney-general to seek a court order 
declaring an association to be unlawful and also to conduct inves- 
tigations into an unlawful association’s finances. A person who 
failed or refused to co-operate in such an investigation was de- 
clared liable to six months’ imprisonment or a fine of £100. The 
same penalty was inflicted on persons who knowingly permitted 
unlawful associations to meet on their premises. Committee and 
executive members of declared unlawful associations were disen- 
franchised for seven years unless they happened to be qualified to 
vote under Section 41 of the Constitution. All of these provisions 
are still operative. 

Having regard to High Court pronouncements on similar sec- 
tions in other federal acts and regulations, the constitutionality of 
some of the sections in the Crimes Act relating to unlawful asso- 
ciations is open to doubt. The Commonwealth Parliament lacks 
general authority to legislate with respect to voluntary associa- 
tions, and the relevant provisions in the Crimes Act probably can 
be supported only if they can be brought under the defense 
power and/or the incidental power. In the one High Court case 
dealing with the unlawful associations provisions,” the constitu- 
tional issue was discussed but not decided. The case arose out of 
the prosecution of the publisher of the Workers’ Weekly, a Com- 
munist newspaper, for soliciting contributions to a campaign 
committee organizing “a mighty mass demonstration against im- 
perialist war.” Under Section 30D of the Crimes Act, the printer 
or publisher of a newspaper in which contributions to an unlaw- 
ful association were solicited was himself guilty of solicitation. 
The Communist party was an unlawful association, but in this 
instance, the court held that no offense had been committed since 
the solicitation complained of did not mention the Communist 
party by name and there was nothing to show that contributions 
would have been received by or on behalf of the party. “It may be 
thought,” Dixon, J., commented, 


24. The King v. Hush; ex p. Devanny (1932) 48 Commonwealth Law Reports, 
487. 
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that the distinction between, on the one hand, a contribution towards a 
demonstration originating with a conference summoned by the Cen- 
tral Committee of the Communist Party, and, on the other, a contribu- 
tion for that party itself, is not very substantial. But it must be 
remembered that the purpose and foundation of the provision pro- 
hibiting contributions to an unlawful association is the suppression of 
the body itself by cutting off supplies to it as an unlawful association.” 


Evatt, J., had strong doubts about the constitutionality of the 
legislation. What alarmed him most was the possibility that the 
act might be used against those whose only offense was to advo- 
cate drastic changes in the social and political order.” “It may be 
contended,” he said, 


that Part IIA of the Crimes Act seeks to prevent the dissemination of 
doctrines which advocate, or tend to encourage, the use of force with 
the immediate object of overturning the Government of the Common- 
wealth. On the other hand, if that part of the Act looks further ahead, 
and proposes to prevent all advocacy of Communism as against Capi- 
talism, it may be largely invalid.” 


The limitations on federal competence to suppress hostile mi- 
norities by legislating against associations became more apparent 
after the High Court had ruled invalid certain provisions of the 
National Security (Subversive Associations) Regulations, gazet- 
ted on June 15, 1940. The object of these regulations was not so 
much to penalize individuals for belonging to organizations de- 
clared subversive as to prevent such associations from function- 
ing. The governor-general was empowered to declare illegal any 
body the existence of which in his opinion was prejudicial to 
defense or the efficient prosecution of the war. Such a declaration 
could be made without prior notice to the organization affected 

25. Ibid., p. 509. 

26. H. V. Evatt had been active in Labor politics before his appointment to the 
bench. After his retirement from judicial office he rose to ministerial rank in both 
the Curtin and Chifley Labor governments. On Chifley’s death in 1951 he assumed 
leadership of the federal parliamentary opposition, a position he held until 1960. 
In 1951 he accepted a brief from the Waterside Workers’ Federation to contest the 
Communist Party Dissolution Act in the High Court, and in 1954 intervened in the 
federal royal commission on espionage. His action was opposed by the federal 
Labor caucus and was strongly criticized by the violently anti-Communist elements 


in the party. 
27. 48 Commonwealth Law Reports, 487 at 518. 
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and without the organization’s being given an opportunity to be 
heard in its defense; it had the effect of dissolving the association, 
precluding discussion of the doctrines and principles of the asso- 
ciation and the holding or convening of meetings for the purpose 
of advocacy of “unlawful doctrines or principles.” Unlawful doc- 
trines and principles meant not only doctrines or principles preju- 
dicial to defense or efficient prosecution of the war but also any 
doctrines or principles that an unlawful association advocated. 
Once an association had been banned, its property was liable to 
be confiscated and disposed of as the attorney-general should 
direct. 

By 1941 no less than twenty-one organizations had been out- 
lawed,* among them the Communist party and related groups, 
and several associations of Jehovah’s Witnesses. Members of this 
last-mentioned sect did not engage in overt acts of hostility, but 
they consistently refused to assist the war effort. In 1943, the 
Adelaide Company of Jehovah’s Witnesses, which had been 
barred from using its meeting hall, challenged the validity of the 
regulations before the High Court. The court rejected the conten- 
tion that the rules conflicted with the freedom of religion 
guarantee,” but it held that some of the regulations were beyond 
the power conferred by the enabling act and that others had no 
connection with defense and were therefore unconstitutional.” 
Regulation 6A, which had provided for indefinite federal occupa- 
tion of premises formerly used by an unlawful association, could 
not be classified as a defense measure since its operation did not 
depend on any connection between the premises and their con- 
tinued use or risk of use by an illegal body. Connection with 
defense was also absent from the provisions regarding forfeiture 
of property and advocacy of unlawful doctrines. The doctrines 
condemned as unlawful, Williams, J., noted, could include even 
the most innocent doctrines; further, an association could be 
banned “on an almost indefinite number of undefined grounds.”™ 


28. Fitzpatrick, The Australian Commonwealth, p. 268. 

29. Federal Constitution, Sec. 116. 

30. Adelaide Company of Jehovah's Witnesses Inc. v. Commonwealth (1943) 
67 Commonwealth Law Reports, 116. 

31. Ibid., p. 166. 
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Dissolution of the Communist Party 


The most extreme and far-reaching measure against political 
opposition was the Communist Party Dissolution Act, 1949. This 
act followed in the wake of a series of crippling strikes fomented 
by Communist-dominated trade unions and was designed in part 
to combat what was felt to be a potential fifth column.” The 
federal government, instead of legislating directly against the 
objectionable activities of the Communists, chose to make the 
party itself unlawful, to liquidate its assets and impose disabilities 
on party members. Bodies affiliated with the party or dominated 
by Communists or supporting or advocating the objectives, pol- 
icies, teachings, principles, and practices of communism as ex- 
pounded by Marx and Lenin might be declared illegal by the 
governor-general if in his opinion their continued existence would 
be prejudicial to security and defense, or the execution or main- 
tainence of the Constitution or the laws of the Commonwealth.® 
Registered industrial organizations were excepted. A body de- 
clared illegal could appeal to the courts on the question whether 
it was one of a kind to which the executive’s ban might be 
applied. But if it did fall into this category, it was not open to a 
court of law to say whether the executive was justified in treating 
it as a security risk. There were corresponding provisions empow- 
ering the executive to declare particular individuals Communists. 
A person could appeal against his classification as a Communist, 
but not against his classification as a dangerous one. If he did 


32. The party was banned under the National Security (Subversive Associa- 
tions) Regulations from June, 1940, until December, 1942, but while outlawed its 
membership, according to one source, grew from a little over 7,000 to 16,000 
(CPD, HR, September 26, 1951, p. 121, statement by Prime Minister Menzies). 
The ban apparently did not affect the party’s political and industrial activities. On 
the history of the Australian Communist party see James Jupp, Australian Party 
Politics (Melbourne, 1964), pp. 87-94, and Leicester Webb, Communism and 
Democracy in Australia (New York, 1955), chap. i. 

33. The executive was required to refer any proposal to ban an association to a 
committee composed of the solicitor-general, the permanent head of the Depart- 
ment of Defense, the director-general of security, and two other persons appointed 
by the executive. However, the executive was not bound to accept the committee’s 
advice. 
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appeal, he had to bear the onus of proving he was not a Commu- 
nist. The only way in which he could shift the onus was by taking 
the witness stand and swearing his innocence; but if he did this, 
he exposed himself to cross-examination. Declared Communists 
were disqualified from public employment and from holding 
office in certain industrial organizations. Anyone who was a mem- 
ber of or took part in or did anything to continue the activities of 
an unlawful association was liable to five years’ imprisonment. 
The assets of all unlawful associations were liable to be confis- 
cated. 

The legislation was successfully challenged in the High Court 
by the Communist party and several trade unions.* In the court’s 
opinion® the act could not be supported as a valid exercise of 
either the defense or the incidental power. It had endeavored to 
establish a connection with defense by alleging certain facts 
about the aims and activities of the Communist party and by 
making the power to issue declarations against associations and 
individuals dependent on the executive’s finding that a declara- 
tion was necessary in the interests of defense or for execution or 
maintenance of the laws. But Parliament could not, the court 
said, make an act a legitimate defense measure simply by declar- 
ing it necessary for defense or by giving the executive power to 
determine facts upon the existence of which the power to legis- 
late depended. “Parliament cannot,” Fullager, J., observed, “re- 
cite itself into a field the gates of which are locked against it by a 
superior law.” 

Had the government chosen different means to achieve its 

34. Australian Communist Party v. Commonwealth (1951) 83 Commonwealth 
Law Reports, 1. 

35. Latham, C. J., dissented. 

36. 83 Commonwealth Law Reports, 1 at 263. The Commonwealth has not 
found it impossible to deal with objectionable Communist activities. It is well 
known that one of the major objectives of the party has been to gain control of the 
trade unions and that in its efforts to infiltrate union executives, it has not stopped 
short of violence, fraud and intimidation (see Report of a Royal Commission 
Inquiring into the Origins, Aims, Objects and Funds of the Communist Party in 
Victoria and Related Matters (Melbourne, 1950). Federal industrial law supports 
the principle that trade union elections should be conducted fairly and democrati- 
cally. If there have been irregularities, fresh elections may be ordered. In addition 
union members may apply to have elections conducted under the supervision of 


the industrial registrar. See J. H. Portus, The Development of Australian Trade 
Union Law (Melbourne, 1958), pp. 195-196. 
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objectives, it is possible that its legislation against communism 
would have withstood judicial scrutiny. Unlike the American 
Smith Act, the Communist Party Dissolution Act did not proceed 
by forbidding the particular Communist activities alleged to be 
subversive; it did not create offenses depending on proof of iden- 
tifiable conduct. Instead it proceeded by pronouncing judgment 
and then, in pursuance of certain recitals of “fact,” acted directly 
against persons and bodies. Thus there was no objective standard 
of liability relevant to the subject of the powers under which 
Parliament purported to legislate. In the absence of such a stand- 
ard, it was impossible to establish any connection, or want of it, 
between the legislation and a head or heads of federal power. 
“If,” Dixon, J., concluded, 


the operation of the law on the right of association, the common 
property and the civil rights of members were made by the statute to 
depend upon the actual existence or occurrence of any act, matter or 
thing having a special relation to the purposes of the power with 
respect to defence, then, notwithstanding that the immediate subject 
of the provision did not of its own nature form part of the subject 
matter of the power, the provisions would be brought within it as 
ancillary to the main purpose of the power.” 


No alteration of the act was attempted. Having been returned 
to power after the dissolution of both houses of Parliament, the 
Menzies government tried to obtain constitutional backing for its 
original legislation, first by asking the states to refer the necessary 
power™ and, when that failed, by constitutional amendment. The 
implications of the proposed constitutional amendment were any- 
thing but clear. Besides proposing a clause to empower passage of 
the invalidated act, the suggested amendment proposed power to 
amend that act consistently with other provisions of the Constitu- 
tion and power to legislate generally with respect to Communists 


37. 83 Commonwealth Law Reports, 1 at 200. 

38. The federal Parliament is empowered by Sec. 51 (xxxvii) of the Constitu- 
tion to legislate on matters referred to it by state parliaments, but laws enacted 
under this power extend only to the states which have referred legislative authority 
or which have adopted the federal legislation. In this instance, the Commonwealth 
sought power to impose a nationwide ban on the Communist party, but two of the 
Labor-controlled states, New South Wales and Victoria, declined to supply the 
power requested. 
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and communism as Parliament considered necessary for defense 
or security or the execution or maintenance of the Constitution or 
Commonwealth laws. During the referendum campaign, the 
Labor opposition urged the electors to reject the proposals, prin- 
cipally on the ground that if carried, they would give Parliament 
vague and ill-defined authority to interfere with individual free- 
dom. The overall Commonwealth vote was 2,370,009 against and 
2,317,927 for the amendment.” A majority of “yes” votes was 
recorded in half of the states. 

As Leicester Webb pointed out in his study of the referendum 
and its antecedents, it is difficult to gauge what the voters in- 
tended by their ballots.“ The closeness of the vote suggests that 
there were many who saw nothing at all wrong with either the 
purposes of the Communist Party Dissolution Act or the particu- 
lar means chosen by the government to achieve its objectives. On 
the other hand, there were clearly many others who had sufficient 
doubts about the proposals to vote against their normal party 
allegiances. Electoral behavior in this instance was not inconsist- 
ent with that in other referenda to amend the Constitution. The 
chances of securing sufficient majorities to carry a proposal to 
change the Constitution are always slim, particularly when the 
proposal follows a High Court ruling negativing a particular fed- 
eral enactment and the implications and possible uses of the 
proposed amendment are not immediately apparent.” 


Trade Unions and Politics 


Politics has always been a costly business, and today more than 
ever before. Money alone does not win political campaigns, but 
without it, parties and candidates must accept inevitable defeat. 


39. Webb, Communism and Democracy in Australia, p. 145. Sec. 128 of the 
federal Constitution provides that to become law, a prpose constitutional 
amendment must be passed by an absolute majority in both houses of the federal 
Parliament, must be approved by a majority of all electors, and by a majority of 
electors in a majority of states. 

40. Webb, Communism and Democracy in Australia, pp. 17 “a7? 

41. See W. S. Livingston, Federalism and Constitutional Change (Oxford, 
1956), chap. iii. 
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Historically, the growth of political parties has been linked 
with the efforts of individuals who, though lacking sufficient re- 
sources of their own to finance political activities, have yet man- 
aged to organize others with similar interests into groups with a 
large enough financial base to support a continuing program of 
political education and the expenses incidental to the running of 
party candidates for political offices. The mass political party 
deriving its strength from a numerous membership contributing 
small dues is a relatively new phenomenon. In Australia this 
species of political organization dates back to the late nineteenth 
century and is best exemplified in the Australian Labor party 
(ALP). However, since its inception, the ALP has been both the 
child and guardian of trade union interests, and the unions have 
supplied the bulk of Labor's funds. As a result they have secured 
proportionately large representation in party organs.” 

There was a time when the legality of union involvement in 
party politics was very much in doubt. In Osborne’s Case, de- 
cided in 1909, the House of Lords, whose decisions tend to be 
followed by Australian courts, held that it was not permissible for 
a trade union to adopt rules imposing a levy on members for the 
support of a political party or of party candidates. The majority in 
the case based their decision on the fact that the statutes which 
authorized unions to make rules binding on members did not 
provide the authority necessary to support rules imposing politi- 
cal levies. The minority also found the rules invalid, but in their 
view they were invalid because they contravened public policy. 
Osborne’s Case is still considered good law in all but two of the 
Australian states. So, the trade union legislation in South Aus- 
tralia, Tasmania, Victoria, and Western Australia contains provi- 
sions similar to those which operated in England when Osborne’s 
Case was decided. It is generally assumed that unions registered 
under the laws of these states cannot raise or use funds for 

42. Jupp, Australian Party Politics, pp. 65-66. 

43. Osborne v. Amalgamated Society of Railway Servants (1910) Appeal Cases, 
87. Applied in O'Sullivan v. Finch (1914) 13 Arbitration Reports, New South 
Wales, 279; Allen v. Gorton (1918) 18 State Reports, New South Wales, 202; 
True y. Australian Coal and Shale Employees’ Federation Union (1949) 51 


Western Australian Law Reports, 73. See Portus, The Development of Australian 
Trade Union Law, pp. 239-240. 
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political purposes. But unions operating under Queensland and 
New South Wales law suffer no such disability, for Queensland 
amended its legislation in 1915*' and New South Wales followed 
suit in 1918." The New South Wales amendment expressly em- 
powered unions registered under state law “to apply and use the 
moneys and other property of the union for or in connection with 
any lawful object for the time being authorized by its rules.” 
However it stipulated that any moneys raised for political pur- 
poses had to be paid into a special fund. Union members were to 
be free not to contribute money destined for the fund, and if they 
elected not to pay political levies they were not to be placed 
under any disability or disadvantage compared with contributing 
members. 

Unions registered under federal law have never been subjected 
to the same kinds of restraints as have affected unions operating 
under state law. There has been nothing in federal law to prevent 
them from raising and using funds for political objects,” though 
for a short period they had to make a choice between lending 
support to political parties and qualifying for preferential treat- 
ment in employment. The original Commonwealth Conciliation 
and Arbitration Act of 1904” made provision whereby the unions 
could obtain industrial awards obliging employers to employ un- 
ionists in preference to workers who were non-members. How- 
ever, no preference could be awarded if a union’s rules permitted 
the use of funds for political purposes or required members to do 
anything of a political nature. This disabling clause was expunged 
by the Fisher Labor government in 1910. 

Paradoxically, political freedom for the unions has been bought 
at what many may regard as too large a sacrifice, that of the 
individual liberty of union members. No one is forced by law to 
become a union member, but the principle of preference in em- 


44. Trade Union Act of 1915, Sec. 4. 

45. Industrial Arbitration (Amendment) Act, 1918; now Sec. 107 of the In- 
dustrial Arbitration Act, 1940. These provisions were modeled on the British Trade 
Union Act, 1913, which was passed to overcome the decision in the Osborne Case. 
(The ae legislation is now contained in the Trade Disputes and Trade Union 
Act, 1948. 

46. Portus, Development of Australian Trade Union Law, pp. 240-241. 
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ployment makes membership in many instances a practical ne- 
cessity. If a worker joins a union which imposes political levies 
and which makes payment an essential condition of membership, 
he may find himself helping to support a political party whose 
policies he finds disagreeable or even abhorrent. Should the union 
be one whose members are entitled to first preference in jobs, the 
worker must either pay his dues or risk unemployment. To that 
extent his freedom of choice is inhibited. Happily, not all unions 
make payment of political levies compulsory. Moreover, the Aus- 
tralian Council of Trade Unions, which is the central organ of 
trade unionism, has formally indorsed the idea of voluntary con- 
tribution; but it lacks authority to enforce its prescriptions. Only 
in New South Wales does the law positively prohibit the exaction 
of political levies as a price of continued membership. 

Where it exists, the power to impose political levies, compul- 
sory or voluntary, is not unlimited. The rules a union adopts must 
conform with minimum statutory standards and are subject to 
scrutiny by official agencies. Under federal law, a union cannot be 
registered unless its rules pass muster. Registration is not essential 
to a union’s existence, but it gives the body corporate status, legal 
capacity to sue for fines, subscriptions, and levies, and most im- 
portant of all, standing as a party to an industrial agreement or 
award. The Commonwealth Industrial Court, which is the judi- 
cial and enforcement arm of the federal arbitration system, has 
power on its own motion or on the application of union members 
to scrutinize union rules and determine their consistency with the 


48. Enid Campbell and Harry Whitmore, Freedom in Australia (Sydney, 
1966), pp. 128-129. The principle is applied in New South Wales and Queens- 

nd, and is also embodied in federal industrial law. 

49. Williams vy. Hursey (1959) 103 Commonwealth Law Reports, 30. In this 
case, the High Court held that by reason of their failure to pay a compulsory 
political levy, the Hursey brothers had ceased to be members of the Waterside 
Workers’ Federation and as a result had lost their right to be nominated by the 
federation for registration as waterside workers. (The federation’s right under the 
Commonwealth Stevedoring Industry Act to nominate its members for registration 
established what in effect was compulsory unionism.) The federation was affiliated 
with the Australian Labor party, but the Hurseys’ sympathies lay with the 
Democratic Labor party. Following their refusal to pay either the political levy or 
the fee for affiliation with the ALP, the union branch to which they belonged 
called for stoppage of work and pickets on the wharves. Threats, intimidation and 
even personal violence were used to prevent the Hurseys from reporting for work. 
They subsequently were awarded £1,000 damages for conspiracy. 
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legislature standards; it may disallow inconsistent rules and, as a 
final sanction, decree deregistration. The standards to which 
union rules must conform are expressed in general terms. Rules 
must not be contrary to law or impose on members or applicants 
for membership, obligations or restrictions which, having regard 
to the objectives of the act, are oppressive, unreasonable, or un- 
just. In 1948, the Conciliation and Arbitration Court disallowed 
rules for the establishment of a political fund and for contribu- 
tions to it by members who did not contract out in the manner 
ordained by the central authority of the union.” In 1951, the 
court disallowed a rule requiring candidates for union office to 
sign a declaration that they were “in no manner identified with 
any political body which is opposed to the platform of the official 
Federal or State Labor Parties.”™ 

When a substantial minority in a union disagree with the poli- 
tics of the majority, they may, of course, wish to break away and 
form a new union supporting a different political party. However, 
some difficulties arise when there are several different unions in 
the same industry. Federal law seeks to avoid them by providing 
that the industrial registrar “shall, unless in all the circumstances 
he thinks it undesirable to do so, refuse to register any association 
as an organization if an organization, to which the members of an 
association might conveniently belong, has already been regis- 
tered.”” One of the factors considered relevant in deciding 
whether an applicant union should be registered is whether that 
union’s political posture differs significantly from that of an al- 
ready registered union in the industry. In 1933, Detheridge, C. J., 
stated the court’s attitude as follows: 


If the extraneous objects of a registered organization are such that an 
appreciable section of the employees in the relevant industry is either 
not likely to apply for membership or not likely to retain membership 
after joining, then that registered union is to that extent incomplete as 


50. In re Federated Iron Workers’ Association (1948) 61 Commonwealth 
Arbitration Reports, 726. 

51. Little v. Printing Industry Employees’ Association (1951) 73 Common- 
wealth Arbitration Reports, 18. 

52. Commonwealth Conciliation and Arbitration Act, 1904-1964, Sec. 142. 
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part of the machinery provided by the Act for the functioning of this 
Court.** 


Similar conflicts have arisen when a union whose politics differ 
from those of another union in the industry has sought prefer- 
ences in employment for its members. In one case the Australian 
Workers’ Union sought preference in the pastoral industry, partly 
on the ground that certain members now working in the industry 
were bent on creating friction between employees and employers. 
Refusing the claim, Detheridge, C. J., said: “That this Court 
should prescribe preference in employment in order to discour- 
age any political action or creed however violent is very debata- 
ble. A precedent may thus be created which could be turned to 
very evil uses.”™ 


Immigration and Customs Regulations 


Australia has not, Donald Horne writes, “been a country of 
great innovation and originality and much of its boasting has 
been that of parasite.” No Australian can take credit for having 
originated any new brand of political philosophy or for having 
initiated any novel form of political movement. In politics, as in 
many other spheres of endeavor, Australians have shown a 
marked disinclination to think for themselves and a rather too 
heavy dependence on the intellectual output of other nations. In 
a very real sense, growth and vitality in Australian political 
thought and discourse rest upon a willingness to take notice of 
and draw nourishment from ideas which have currency else- 
where. There are therefore few better ways of stunting the Aus- 
tralian political mind than by imposing rigid controls on the 
traffic of ideas across international borders. 

53. Australian Railway Union v. National Union of Railwaymen (1933) 32 
Commonwealth Arbitration Reports, 443 at 450. See also In re South Australian 
Gas Co. Salaried Officers (1944) 18 South Australian Industrial Reports, 57. 

54. Graziers Association of New South Wales vy. Australian Workers’ Union 
(1932) 3 Commonwealth Arbitration Reports, 710 at 726. 


55. The Lucky Country: Australia Today (Harmondsworth, Middlesex, 1964), 
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Australian federal governments have been able to protect the 
country against the contagion of “dangerous” and “evil” political 
ideas in a variety of ways: by refusing admission to or by deport- 
ing “carriers” of subversive doctrines (immigration power); by 
preventing or restricting the travel of Australian citizens abroad 
(emigration power); and by controlling the importation of for- 
eign political literature (foreign trade and commerce and cus- 
toms powers ). Their efforts to keep Australia ideologically pure 
and uncorrupted have been directed principally against Commu- 
nists and, to a much lesser extent, neo-Fascists. 

Selection of immigrants on the basis of the political beliefs and 
affiliations is a well-established feature of Australian immigration 
policy. In 1920, the list of prohibited immigrants was extended to 
include persons who advocated the overthrow by violence or 
force of the “established government of the Commonwealth or of 
any State or of any other civilized country, or of all forms of law, 
or who. . . [advocated] the abolition of organized government.” 
Five years later, the Immigration Act was further amended to 
empower the federal government to deport persons not born in 
Australia who in the opinion of the governor-general had engaged 
in acts designed to hinder or obstruct interstate or overseas trade 
or the production of services by federal agencies. Shortly after- 
ward attempts were made to deport two of the leaders of the 
militant Seaman’s Union. One of the men had resided in the 
country since 1893; the other had arrived in 1910 and had become 
a citizen in 1913. Action was taken to test the legality of the 
government's action. By a majority of four to one, the High Court 
held that the new section was a valid exercise of the federal 
immigration power, but according to Knox, C. J., and Starke, J., 
neither the constitutional power nor the section impugned ex- 
tended to persons who had become members of the community, 
as was the case here. Isaacs and Rich, JJ., the other majority 
justices, were of the view that the immigration power (and also 
the legislation under review) applied only to persons who had 
immigrated since federation. This disposed of one case, that of 
the man who had arrived in the country in 1893; the other seaman 
presented a different problem. Isaacs and Rich, JJ., found that 
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although he came within the terms of the deportation law, he 
could not be lawfully deported inasmuch as the government, in 
calling upon him to show cause before the statutory board ap- 
pointed for the purpose why he should not be deported, had 
failed to inform him with reasonable definiteness of the charges 
against him.” 

The Seamen’s Case is a particularly noteworthy example of the 
variety of judicial techniques that can be brought into play when 
the legislature seeks to inhibit the individual’s freedom of thought 
and action. In this instance, the High Court vindicated the rights 
of the individual by a narrow reading of both constitutional 
power and legislative enactment and by an uncompromising in- 
sistence that executive action conform exactly with statutory pro- 
cedure. The utility of the last-mentioned technique is even more 
forcefully demonstrated by the High Court’s judgments in the 
case of Egon Kisch.” 

In 1934, Kisch, a Czech author and Communist sympathizer 
(in 1947 he became Czech minister for education ), tried to enter 
Australia to attend an All-Australia Conference against War. Or- 
ders were given that he be detained on board ship at Freemantle. 
He was, the government contended, a prohibited immigrant 
within the meaning of Section 3(gh) of the Immigration Act, 
1901-30. That provision defined a prohibited immigrant as in- 
cluding “any person declared by the Minister to be in his opinion, 
from information received from the Government of the United 
Kingdom or of any other part of the British Dominions or from 
any foreign Government, through official channels, undesirable as 
an inhabitant of, or visitor to, the Commonwealth.” The minis- 
terial declaration against Kisch referred to “information received 
from another part of the British Dominions through official chan- 
nels,” but according to the High Court this was not sufficient; the 
informer government had not been named nor was it indicated 


56. Ex p. Walsh and Johnson; In re Yates (1925) 37 Commonwealth Law 
Reports, 36. The statutory provision under review was the Immigration Act, 
1901-25, Sec. 8AA. 

57. The King v. Carter; ex p. Kisch (1934) 52 Commonwealth Law Reports, 
221; The King v. Wilson; ex p. Kisch (1934) 52 Commonwealth Law Reports, 
234. See also Griffin v. Wilson (1935) 52 Commonwealth Law Reports, 260. 
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whether the information on which the minister acted came from a 
government communication. Having secured his release, Kisch 
made a further attempt to enter the country. This time, the 
immigration authorities sought to bring him within another cate- 
gory of prohibited immigrants, those who failed to pass a dicta- 
tion test in a prescribed European language. The language pre- 
scribed for Kisch was Scottish Gaelic. Not surprisingly, he failed 
to satisfy the examiners. The penalty was imprisonment. (The 
offense was entering the country, being a prohibited immigrant! ) 
Much to the dismay of some Scottish patriots, the High Court 
found that Scottish Gaelic was not a European language and 
reversed Kisch’s conviction. 

The dictation test is no longer used for screening purposes. At 
the present time, a prohibited immigrant is simply an immigrant 
who has entered the country without an entry permit and the 
issue of such permits is left solely to executive discretion, as is also 
the issue of visas.” When permits and visas are refused, the 
authorities do not give reasons, so it is impossible to say how 
many people have been denied entry, either as immigrants or 
visitors, for political reasons. The present government has indi- 
cated that visas will not be granted to persons from Communist 
countries whose purpose in coming to Australia is to attend “po- 
litical events of a political nature.” In 1961 it became known that 
an entry permit had been refused to Dr. Brenner, an Israeli 
national resident in England, who had been appointed to a teach- 
ing post at the University of Adelaide. Brenner admitted in inter- 
views that he had once favored communism and that at the age of 
sixteen he had fought with the Stern gang to oust the British from 
Palestine, but denied any present association with such move- 
ments. Although the case received a great deal of publicity, the 
federal government consistently refused to divulge its reasons for 
refusing Brenner entry; to disclose the true facts, it was ex- 
plained, would be to jeopardize security. 

Having entered the country, an immigrant is under surveil- 


58. The current immigration legislation is the Migration Act, 1958-64 Some 9 A 
more extended discussion of its provisions and administration will be found in 
Campbell and Whitmore, Freedom in Australia, chap. iv. 
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lance for five years and, notwithstanding that during that period 
he has acquired citizenship, he is liable to be deported by minis- 
terial order. Should he be an alien, he may be deported if the 
minister thinks his conduct in Australia or elsewhere is such that 
he ought not remain. (The minister’s power is not restricted in 
time.) If he is an immigrant who has taken out citizenship, his 
liability to deportation continues only for five years from the date 
of entry. During that probationary period, he may be deported if 
the minister is satisfied that because of his conduct he ought not 
remain or that “he is a person who advocates the overthrow by 
force or violence of the established government of the Common- 
wealth or of a State or of any other civilized country or of all 
forms of law, or advocates the abolition of organized government 
or the assassination of public officials or who advocates or teaches 
the unlawful destruction of property.” Membership in an organi- 
zation which entertains or teaches any of the above-mentioned 
doctrines or practices is a further ground for deportation. The 
immigrant, as distinct from the non-immigrant alien, is accorded 
a modicum of protection against arbitrary power. He cannot be 
deported unless he is given notice of the minister's intention to 
have him deported and, if he demands it, a hearing before a 
commissioner who is a person qualified for federal judicial office. 
Actually the protection given is slight. Although the immigrant 
must be informed specifically why the minister proposes to oust 
him, he has no legal right to know on what information the 
minister has based his decision. The legislation does not require 
the minister to prove a Case. Furthermore, the commissioner’s 
powers are only investigatory and advisory; neither his advice nor 
the minister's subsequent action is judicially reviewable.” 

Under the Customs Act the executive is authorized to prohibit 
importation of anything it chooses.” In 1920 the Hughes govern- 
ment issued a proclamation banning the importation of literature 
advocating what might be classed as revolutionary practices. By 
1929 some two hundred books and pamphlets had been placed on 


59. The Irish Envoys’ Case (1923) 32 Commonwealth Law Reports, 518. See 
Campbell and Whitmore, Freedom in Australia, pp. 103-104. 
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the banned list, most of them Communistic. Toward the end of 
the thirties official policy had become a little more lenient, partly 
as a result of the activities of the Book Censorship Abolition 
League and partly as a result of the insistence of the federal 
attorney-general’s department that the proclamation applied only 
to literature advocating violent strategies. The proclamation has 
never been revoked, but at the present time political censorship 
through the customs power is virtually defunct.” 


The Mass Media 


An equally invidious and stultifying form of political censor- 
ship is that applied through federal regulation of radio broadcast- 
ing and television.” Services in these media are provided both by 
commercial enterprises and by the Australian Broadcasting Com- 
mission, a government agency. Under the federal Broadcasting 
and Television Act, broad regulatory powers are reposed in the 
postmaster-general, who is a minister of state, and the Australian 
Broadcasting Control Board, the members of which are ap- 
pointed on Cabinet recommendation. All radio and television 
stations must be licensed. Licenses are issued by the minister 
after inquiry and recommendation by the board and may be 
revoked by the minister if the license-holder fails to comply with 
the act, the regulations thereunder, the conditions of the license, 
or the program standards prescribed by the board. Renewal of a 
license may be refused for the same reasons. 

61. The second schedule to the Customs (Prohibited Imports) Regulations 
declares the following classes of literature to be prohibited imports: 


20. Literature in which—(a) The overthrow by force or violence of any 
established government of the Commonwealth or of any State or of ga! 
other civilized country; (b) The overthrow by force or violence of 
forms of law; (c) The abolition of organized government; (d) The 
assassination of public officials; or (e) The awful destruction of 
property, is advocated. 

21. Literature wherein a seditious intention (as defined by section 24A 
of the Crimes Act 1914-1955) is expressed or a seditious enter (as 
defined by section 24B of the Crimes Act 1914-1955) is advocated. 
(Commonwealth Statutory Rules, II, 1786.) 


See generally on censorship of political literature Peter Coleman, Obscenity, 
Blasphemy, Sedition: Censorship in Australia (Brisbane, 1963), pp. 102-118. 
62. Campbell and Whitmore, Freedom in Australia, chap. vi. 
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The political content of programs is controlled in a number of 
ways. The act prohibits dramatization of any political matter 
which is current or was current at any time during the past five 
years. The board takes the view that “dramatization of political 
matter” includes any material with a political subject which in- 
volves: 


(a) a representation by means of characters (whether named or 
not, and whether presented visually by still or animated car- 
toon or picture or otherwise, or aurally and visually, or aurally) 
of a past or imaginary event, speech or conversation, whether 
the characters portrayed are real or imaginary people; 


(b) any statement, address or dialogue containing simulated voices. 
The expression does not, however, include any visual or aural 
presentation of dialogue or discussion between actual persons 
purporting to represent other persons or the use of quotations 
or of factual pictures. 


The effect of all this is to deter satirical treatment of politicians 
and political issues and thereby to impose restraint on what many 
would regard as a particularly incisive form of political criticism. 

The Broadcasting and Television Act supplies the postmaster- 
general and the Broadcasting Control Board with sufficient au- 
thority to prohibit the broadcasting of any political matter they 
feel objectionable. The postmaster-general has power to ban the 
broadcasting of anything. In 1963 he ordered the ABC not to 
broadcast a filmed interview with the former French premier, 
M. Bidault, on the ground that the film was “an affront to France, a 
friendly nation.” The board’s power to censor derives from the 
provision in the act authorizing it to lay down program standards, 
to order compliance with its guidelines, and to require production 
of films, records, and other program material for its perusal. The 
present standards prohibit, inter alia, programs likely to encour- 
age crime or public disorder, programs likely to be injurious to 
community well being or morality, or which are contrary to law 
or are undesirable in the public interest. Programs must also 
observe respect for individuals, for law, and for social institutions. 
The standards are vague, so vague that a station mindful of the 
consequences of failing to comply with them will probably err on 
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the side of caution and not present views that might be regarded 
as unorthodox, radical, or overcritical of the established regime. 

The extent to which the ABC has been obliged to accept 
government dictation is a perennial subject of debate. The com- 
mission was modeled on the BBC and is supposed to be free to 
perform its functions without interference from the federal goy- 
ernment or anyone else. However, it depends for its income on 
parliamentary appropriations and is required by law to broadcast 
matters which the minister directs as being in the public interest 
to broadcast. There have been countless ministerial statements 
denying political interference, but there have been a sufficient 
number of occasions when the commission or its staff has been 
publicly rebuked on account of the content of political pro- 
grams,” enough that official disclaimers of dictation must be 
viewed with skepticism. 


Executive Secrecy 


One of the most effective devices a government can use to 
maintain ascendancy and to weaken opposition is to draw a cur- 
tain of secrecy around its operations and in particular around the 
knowledge it accumulates for the purpose of carrying on its func- 
tions. These days advancement of the frontiers of knowledge is 
big business which governments both undertake and underwrite. 
Obviously the greater the intelligence factor in the making of 
governmental decisions, and the greater government expenditure 
on development of this resource vis-a-vis non-governmental ex- 
penditure, the greater the competitive advantage of governing 
groups over their opponents. 

Executive secrecy is not a new phenomenon, but its importance 
has increased with the enlargement of governmental functions, 
the delegation by parliaments of more and more authority to the 
executive branch, the assumption by the public sector of direct 
responsibility for the production of knowledge, and the greater 
awareness by governments of the relationship between knowl- 
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edge and defense preparedness. The widening net of government 
secrecy has reacted on political life in a number of ways. It has 
tended to create a sense of remoteness from governments, re- 
duced the importance of the parliamentary forum, disarmed par- 
liamentary oppositions and backbenchers, and neutralized much 
of the opposition from extraparliamentary sources. I am not con- 
vinced that Australian governments have fully appreciated the 
implications of what has been happening. The fact that executive 
secrecy is on the increase is not, I think, due entirely to any 
conscious desire on the part of governments to weaken opposi- 
tion. It is more an indirect and largely unrealized consequence of 
the changing balance of power in favor of the executive. English 
and Australian common law has never accorded members of the 
public a legal right of access to the storehouses of government 
information. Government is carried on in the name of the Crown; 
information gathered by the Crown is Crown property, as also are 
the papers that record the workings of administrative depart- 
ments. The property right carries with it the right to dispose of 
the information as the executive thinks fit. 

The legislative branch has come to the aid of the executive by 
passing or authorizing legislation to impose a duty on civil serv- 
ants not to disclose information coming to them in the course of 
their official duties and not to comment publicly on departmental 
administration.“ Under federal law, the ban on disclosure of 
official information applies both to serving and retired officers.” 
Public servants are permitted to join political parties, and they 
may contest parliamentary elections without prejudice to their 
standing in the service should they be unsuccessful.” But in their 


64. Ibid., pp. 194-195. 

65. Commonwealth Crimes Act, 1914-60, Sec. 70. The provision was extended 
to retired officers in 1960. The move was condemned by the Labor opposition as an 
attempt to muzzle former officers and to inhibit their participation in public affairs. 

66. Originally, the federal public service regulations prevented public servants 
from discussing publicly or in any way promoting political movements (reg. 41). 
Protests from Labor led to a modification of the rule in 1909. Henceforth public 
servants were permitted to engage in political activities providing they did not 
comment publicly on the administration of any federal department or use for other 
than official purposes information obtained in the course of their duties. Federal 
public servants did not acquire the right to contest parliamentary elections until 
1945. The law was changed to allow them to resign for the purpose of seeking 
election and to return to the service without prejudice to their status should they 
fail to be elected. However, high-ranking officers put their public service careers in 
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political activities they are effectively restrained from drawing 
public attention to many of the matters on which they are most 
competent to speak. One of the purposes of the rules banning pub- 
lic comment on departmental administration is to reinforce the 
principle of a politically neutral civil service. Under our system, as 
under the British, the service is supposed to serve a parliamentary 
executive, which is responsible and accountable for the conduct 
of the whole administrative branch. The trouble with a system 
which allows the public service to speak its mind only through its 
political masters is that it may deter officials from thinking criti- 
cally and responsibly, may deprive the service of the talents of 
men who will not and cannot take the veil of silence, and may 
deny the public at large of the benefit of criticism of those who 
are often best qualified to give it. 

There is much to be said for the view that a civil servant, so 
long as he remains a member of the service, should not be permit- 
ted to speak publicly against major policies which are subjects on 
which political parties divide, but it is doubtful whether the 
principle of political neutrality demands so complete a restriction 
on comment as that now in force. R. S. Parker proposes a compro- 
mise whereby civil servants would be free to comment publicly 
except in cases where the subject of the comment is a policy 
which the official knows is under immediate consideration by 
government, or where the comment would embarrass the govern- 
ment’s relations with another government, would reflect ad- 
versely on any current or recent policy of or action by the minis- 
ter in charge of the official’s department, or would identify the 
official with specific support or criticism of a political party, its 
policies, or its actions.” Change in this direction would enable 
jeopardy if they contest elections under the banner of a party which fails to win 
office. In 1949, the permanent head of the External Affairs Department unsuccess- 
fully sought the Labor nomination as a candidate for the Australian Capital 
Territory seat in the federal Parliament. R. G. Menzies, then leader of the Liberal 
opposition, stated that if his party were returned to power, he would not tolerate 
Burton as head of the department. When the Menzies government did come to 
power, Burton was given leave of absence and in 1951 was appointed hi 
commissioner to Ceylon. See Howard Scarrow, The Higher Public Service of t 
Commonwealth of Australia (Durham, N. C., 1957), pp. 154-160; and Gerald E. 
Caiden, Career Service (Melbourne, 1965), p 
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officials to speak openly about many of those detailed aspects of 
administration that somehow are overlooked in the policy-ori- 
ented contest between political parties but which nevertheless 
merit public discussion and debate. 

From time to time there is talk in Australia about what needs to 
be done to invigorate Parliament as a forum for rational and 
penetrating debate of public issues, as an outlet for political 
opposition, and as watchdog over the conduct of the executive 
branch. Complaints have been made about the extent to which 
cabinets can dictate the ordering of parliamentary business, the 
haste with which legislation is pushed through, the inability of 
backbenchers and opposition members to play an instrumental 
role in public policy-making and dissection, and the inadequacy 
of parliamentary scrutiny of the activities of the administrative 
branch. One suggested panacea is a fuller use of the committee 
system, both to examine bills and to review administrative action. 
I am not sure that the establishment of a more extensive commit- 
tee system would produce the results desired unless it were ac- 
companied by other changes, notably a relaxation in party 
discipline,” the provision of more ample administrative staffs for 
committees, and liberalization of the rules regarding access to 
government information. Furthermore, I feel that many of the 
investigatory tasks formerly assigned to parliamentary select 
committees are better left to royal commissions, departmental 
and. ad hoc boards of inquiry which operate independently of 
party politics and whose members are chosen for their special 
knowledge of the subjects under investigation. 

The problem of supplying committees and individual parlia- 
mentarians with better facilities to discover what is going on in 
government is to my mind central to the question of parliamen- 

68. Parker’s proposals, if adopted, probably would not “legalize” the sort of 
criticism that led to disciplinary proceedings against Dr. P. L. Bazely, director of 
the Commonwealth Serum Laboratories in the Department of Health. In 1961, the 
federal government brought in a bill to remove control by the department in favor 
of a commission. Bazely publicly criticized the bill, whereupon charges were laid 
by the minister of health. After an investigation by a board of inquiry, the Public 


Service Board pronounced Bazely guilty of “a serious breach of duty” and 
downgraded him. Bazely later left the country. See Caiden, Career Service, p. 


422. 
69. On party discipline see Jupp, Australian Party Politics, pp. 59-62, 137, 206. 
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tary effectiveness. As things stand, members must be content with 
the answers given them by ministers; they have no certain means 
of testing the veracity of the answers or determining whether the 
minister has stated the whole truth. Whether the houses as a 
whole or their committees are in a stronger position to uncover 
the truth is open to doubt. The traditional dogma is that Parlia- 
ment and its constituent parts act as the “grand inquest” of the 
nation with unlimited power to investigate and coerce co-opera- 
tion by punishing for contempt. British-style parliaments—or at 
least their lower houses—are now so completely dominated by 
the chief executive that in practice nothing can be probed unless 
the ministerial group desires it. 

Some years ago, the federal Public Accounts Committee was 
told by the prime minister that the executive reserved the right to 
instruct public servants summoned before the committee not to 
supply information which the responsible minister had certified 
should not be disclosed. The committee accepted the ruling with- 
out demur. In 1950 the federal Cabinet succeeded in barring 
investigation by a Senate select committee into the “defence, 
manpower and economic needs and capacities of Australia” by 
directing the chiefs of the armed services and the permanent 
heads of a number of federal departments not to attend the 
committee hearings.” At the time, the Labor opposition had a 
majority in the Senate, and all members of the select committee 
were Labor men. Although the committee protested that the 
Cabinet had committed a gross breach of parliamentary privilege, 
the Senate was not given any opportunity to test its strength. 
Before the motion for adoption of the committee’s censure could 
be put, the Cabinet stepped in and advised the governor-general 
to dissolve both houses. This effectively prevented any further 
action being taken.” 

There are other means open to a parliamentary majority to 
head off investigation or discussion that might be embarrassing to 
the government. During World War I, military officials, acting 


70. Joint Committee on Public Accounts: Seventeenth Report, Miscellaneous 
Inquiries, Parliamentary Papers (Cth), 1954-58. 

71. See Enid Campbell: Parliamentary Privilege in Australia (Melbourne, 
1966), pp. 174-176. 
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under ministerial instructions, entered Parliament House in Can- 
berra and seized offprints of a speech delivered in the House of 
Representatives by a member of the Labor opposition, J. H. 
Catts. Along with a number of other Labor members, Catts had 
taken exception to the government's rigid censorship of public 
discussion of foreign policy and defense. Some of the dissident 
members had attempted to circumvent the regulations by com- 
menting on defense and foreign policy in Parliament—thereby 
obtaining the protection of parliamentary privilege—and then 
distributing printed reports of their speeches. The documents 
seized by the military contained references to Australian-Japa- 
nese relations, and in the government’s opinion these references 
were likely to prejudice the country’s good relations with a for- 
eign power. A motion was introduced in the House condemning 
the military intrusion without the consent of the speaker as a 
breach of privilege. The defeat of the motion can be explained 
only on political grounds.” 

A similar case occurred in 1948 when the leader of the Country 
party, A. W. Fadden, was questioned in his office in Parliament 
House by security officers. In the course of debate, Fadden had 
brought to light a supposedly confidential statement made by the 
Labor prime minister to the British Cabinet and the executive 
committee of the Council for Scientific and Industrial Research. 
What the security branch wanted to know was how Fadden had 
obtained the information. Fadden declined to answer and ap- 
pealed to the House to condemn the attempt to interrogate him 
regarding his speech in Parliament as a breach of privilege.® In 
negativing Fadden’s motion, the House apparently disregarded a 
judicial ruling five years earlier that a member of Parliament 
could not be required by any outside body to testify about either 
what he had said in parliament or the sources of the information 
revealed in debate.“ 

72. 84 CPD, HR, pp. 3646-3678 (1918). 

73. Ibid., October 7, 1948, pp. 1328-1352, 1385-1392; October 14, 1948, pp. 
Bee Aaevalian Law Journal, XVIII (1944), 70-76. The royal commission was 
appointed to determine the truth of an allegation by the federal minister for labor 
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If the principle of freedom of speech in Parliament protects 
members from judicial or royal commissioners’ investigation of 
their parliamentary conduct, it must equally protect them against 
interrogation by security or police officers. The House’s action in 
the Fadden case establishes a dangerous precedent. The mere 
knowledge that he is liable to be questioned about the sources of 
his information may deter a member from querying governmental 
policy or action and may even discourage him from making the 
sort of inquiries he ought to make to inform himself about what 
the government has done and is doing. Naturally, governments 
will be concerned to discover how an apparent breach of official 
secrecy has come about, but if a member of Parliament is in- 
volved, I think it preferable to assign the inquiry to a representa- 
tive committee of the House affected. This arrangement would 
cater sufficiently to the needs of national security, but would also 
offer better protection of parliamentary privilege. 


The Delegation of Legislative Powers 


In talking about the decline of parliamentary oppositions it is 
important to remember that in the last hundred years or so, 
parliaments have steadily relinquished important areas of deci- 
sion-making to agencies which, though subordinate to Parlia- 
ment, in practice enjoy a substantial degree of independence. I 
am not one who deplores this development; from the point of 
view of implementing democratic values, I feel that the diversifi- 
cation of sites of decision-making has much to commend it. What 
gives me more cause for anxiety is the failure on the part of 
legislators to appreciate fully the effect of this redistribution of 
powers and functions on the pattern of political opposition. The 
ways in which political oppositions organize themselves and the 
strategies they employ will always be determined in large part by 
the institutional ordering and allocation of governmental author- 
ity. When, for example, legislative powers are distributed and 
divided among a fairly large number of specialized agencies, 
according to subject matter, one can usually expect to find a 
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grouping of oppositions corresponding more or less exactly with 
the functional division of powers among agencies. How far these 
groups are able to make their views and influence felt varies 
according to the composition of the agency and the manner in 
which it proceeds toward decisions. 

The composition and procedures of parliaments are such that 
political oppositions seeking to influence parliamentary decisions 
have an opportunity not only to express their opinions but to 
participate directly in the making of decisions. Such facilities are 
seldom available when law-making authority is delegated to ad- 
ministrative agencies. There is no general requirement in Aus- 
tralia that subordinate rule-making bodies give notice of the rules 
they intend to promulgate or give an opportunity to interested 
parties to object to the proposals before they are formally 
adopted. Prior consultation is not unknown but it is exceptional. 

In one field of delegated law-making an entirely different tech- 
nique of reaching decisions has been evolved. I refer to the 
regulation of conditions of employment by the Commonwealth 
Conciliation and Arbitration Commission. This body is a legisla- 
tive organ” but it proceeds in the manner of a law court. Its 
awards fixing minimum wage rates and other conditions of work 
are made after adversary contest between employers and em- 
ployees’ organizations; their purpose is not only to settle in- 
dustrial disputes but to lay down a series of rules governing labor 
and management, rules which have prospective operation. Organ- 
ized pluralism of the kind exemplified in the Australian arbitra- 
tion system clearly diminishes the importance of political party 
contests and detracts from the principle of majority rule, but it 
also makes it possible for a governmental agency to devise solu- 
tions which bear the semblance of rationality and which com- 
mand a fairly high degree of respect from those directly affected. 
The arbitration system promotes rationality in discussion and 
decision-making in several ways: it forces the contesting parties 
to bolster their claims with unimpeachable facts and solidly 
founded predictions, it insures that issues are examined from 
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many different angles, and inasmuch as the commission is dealing 
with particular industries or occupations, it permits problems to 
be examined in depth and with due regard to special circum- 
stances. Industrial awards do not always give complete satisfac- 
tion, but it is doubtful whether in the Australian context any 
other scheme of industrial regulation would produce as much 
consensus or would diminish the resentment and coercion of the 
parties whose demands had not been adequately met. 


The Future of Political Dissent 


What does the future hold for political dissent and opposition 
in Australia? In the past, Australian governments have taken 
much too broad a view of the necessities of self-defense and in so 
doing have imposed restrictions on political expression which are 
extremely hard to justify. Equally deplorable has been the tend- 
ency to deal with sedition, in all its aspects, by executive action. 

Disturbing though the more direct and obvious forms of politi- 
cal censorship are, one should not overlook the fact that democ- 
racy can be imperiled not only by curtailment of free speech but 
by the absence of adequate facilities for the expression and ex- 
change of opinions and for collaboration between governments 
and the publics they serve. In many ways, the spread of official 
secrecy, the decline in the efficiency of parliamentary oppositions, 
and the failure of governments to accommodate the changing 
patterns of opposition generated by the administrative state pose 
much more serious problems than those arising from the sedition 
laws. After all, these things touch the community as a whole, 
whereas the sedition laws are used only to obstruct and harass 
tiny minorities on the fringes of the political spectrum. 

It is not necessary to dwell on the now familiar features of the 
administrative state—the extended range of governmental func- 
tions, increased governmental expenditures, the redistribution of 
powers in favor of the administrative branch, detailed and spe- 
cialized regulation, professionalism, and bureaucratization. What 
is more to the point is the impact this “new democratic Levi- 
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athan”” has made on the organization and strategies of political 
oppositions. The experience in Australia has not been greatly 
different from that, say, in Great Britain. With the possible excep- 
tion of foreign policy, there is now a fairly high degree of consen- 
sus between the major political parties on national objectives. 
Disagreement occurs principally in relation to choice of means 
and the emphasis to be given to different programs. Specializa- 
tion and dispersal of functions among a variety of administrative 
agencies has tended to diminish the role of parliamentary opposi- 
tions and has encouraged individuals to place more reliance on 
pressure group activity. In Australia, the organization of opposi- 
tions around groups of special interest is still something which 
many people choose to ignore or underestimate. Interest groups 
have no distinct legal standing and no attempt has ever been 
made to incorporate them into the official machinery of govern- 
ment. That they seek to influence political decision-makers both 
at cabinet and departmental levels is well known, but in the 
absence of formal legal controls and channels of communication it 
is difficult to determine how they operate and how effective their 
strategies are. 

I do not believe that there is anything evil or sinister about a 
system which permits self-interested groups to deal directly with 
those governmental agencies which may affect group interests. 
Democracy in the administrative state may be possible only 
through organized pluralism. The outstanding defect of Austra- 
lian government is that it neglects to provide the legal apparatus 
necessary to support and contain oppositions of interest. These 
oppositions obviously wish to be involved in the processes of 
government, but their role must be legally defined and regulated 
and publicly observable. 


76. Dahl, Political Oppositions, p. 399. 
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Australia’s Foreign Policy: 
The Lessons of Vietnam 


Henry S. Albinski 


The Impact of Vietnam 


During the past few years, and particularly as the situation in 
Vietnam has become increasingly aggravated, Australian foreign 
and defense policy has seemed to acquire overtones of sharper 
reliance on military solutions, diplomatic tough-mindedness, and 
unreserved support for the American effort in Vietnam. The size 
of the defense budget more than doubled between 1962-63 and 
1966-67, and is scheduled to continue a rapid growth. Conscrip- 
tion for unlimited overseas service—never before adopted in Aus- 
_tralia—was announced in 1964 and implemented the following 
year. Early in 1965 a reinforced battalion was dispatched to 
Vietnam. Within the year the deployment was raised to 4,500 and 
reached over 6,000 by mid-1967— the largest combat commitment 
Australia has undertaken anywhere since the Second World War. 

Decisions in Washington to widen ground operations in South 
Vietnam and to interdict targets in the North have met with swift 
and congratulatory comment in Canberra. No public and distinc- 
tively Australian initiatives for a negotiated settlement have ap- 
peared. South Vietnamese Premier Ky was accorded an official 
reception in Australia. Respecting Vietnam, Prime Minister Har- 
old Holt assured President Johnson that, in Australia, “you 
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have an admiring friend, a stanch friend, that will be all the way 
with L. B. J.” 

In Australia itself, these apparent hard-line manifestations have 
brought consistent and even shrill protests. At minimum, the 
criticism has tried to fault the government for an embarrassing 
slavishness toward American leadership: “So unoriginal are our 
attitudes to the Vietnam question and so quick are we to follow 
the example of the U. S., [that] when the Americans reconsider 
their policies, ipso facto they reconsider ours. . . . Our dogged 
support for the U. S. position through thick and thin must be re- 
marked upon as much in uncommitted Asia as it is here in Aus- 
tralia.’ The country has experienced its share of debates, teach- 
ins, petitions, and organized demonstrations, all in some way urg- 
ing the government to relax its Vietnamese policy. The opposition 
Australian Labor party by May of 1966 had come down flatly 
against the Vietnamese troop commitment, both conscript and 
otherwise.* The federal election later in November witnessed a bit- 
ter dialogue on this subject, and included the presence of a Liberal 
Reform Group party, which attempted to attract Liberals who 
took exception to the government's Vietnamese policy.* Early in 
1967, an incumbent Liberal senator resigned from his party over 
Vietnam and became an independent. During the 1966 electoral 
campaign, an unusually high proportion of voters of all partisan 
persuasions felt that foreign and defense issues—namely Vietnam 
and conscription—were the salient issues to be determined.° 

What follows is an attempt to assess Australia’s Vietnamese 
policy in terms of its congruence with or departure from the 
traditional rationale, style, and direction of foreign policy under 
Liberal-Country party management, and to notice the relation- 
ship of Vietnam to other Australian concerns in Asia. In other 
words, Vietnam is being employed as a vehicle to examine 
broader dimensions of Australia’s foreign policy. Whether Austra- 

1. Department of State Bulletin, LV (July 25, 1966), 132. 

2. Australian (Canberra), March 3, 1966. 

3. Australian Labor party, Speakers iielae No. 8/66 (May 20, 1966), pp. 
a ae “Wanted: An Independent Defence Policy,” by Gordon Barton, organizer 
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lian assumptions are valid and the resulting policies can be re- 
garded as functional for the achievement of stated objectives are 
questions which, while certainly significant, fall beyond the scope 
of this analysis. 


Objectives of Foreign Policy 


It is a strong and familiar theme in Australian thinking that, as 
a relatively weak and remote Western nation on the edge of Asia, 
Australia must conclude that conditions of calm in the area re- 
dound to the maintenance of Australia’s well-being and security. 
Australia seeks free channels of trade and communication, an 
expanding export market in the area, unaggressive neighbors and 
neighbors not subject to control by aggressive powers, and of 
course the integrity of Australia itself. Memories of the Japanese 
sweep through Southeast Asia to Australia’s doorstep a generation 
ago continue to reinforce the theorem that the region to its north 
is a buffer whose preservation in friendly hands directly relates to 
Australia’s safety. 

Australia has for some time felt that the threat of nuclear war 
was small in comparison to the threat of more localized and 
conventionally fought conflicts. China’s movements toward nu- 
clear capability, combined with its persistent bellicosity, are, 
however, taken seriously. Since Australia regards China as a wil- 
ful generator of discord in the region, and as carrying ambitions 
to dominate it either by direction or indirection, China’s trucu- 
lence in the nuclear field only accentuates the cause for alarm.° 
Australia has long reasoned, and continues to reason, that block- 
age of Chinese mischief is critical for two closely related reasons. 
In the first place, as External Affairs Minister Paul Hasluck and 
his predecessors have frequently averred, those, like China, who 
contemplate or undertake disruptive action must be placed on 
notice that others will not idly stand by; aggression must and will 


For a treatment of the pervasiveness of the Chinese question, see Henry S. 
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esp. pp. 69-89, 135-248. 
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be punished, since “any unwillingness to resist, or failure in resist- 
ance, will dissipate the only climate in which our national inde- 
pendence, freedom and safety can endure.” Friendly and work- 
ing relations with China are desired, but they are unachievable 
unless China is first taught that it cannot exact victories without 
being prepared to pay high and perhaps prohibitive prices. 

Second, Australia subscribes to the so-called domino theory, 
whose burden, rightly or wrongly, is that the defeat by or subor- 
dination to communism of a South or Southeast Asian state is apt 
to weaken the military and political defenses of its neighbors, a 
situation which communism stands ready to exploit. Hence, 
standing fast when a particular nation is under some form of siege 
not only protects it but others as well—plus carrying the earlier- 
mentioned effect of discouraging the initiators of aggression from 
embarking on fresh escapades. 

The Australian government’s reckoning is that Vietnam not 
only fits these assumptions but fits them exceptionally well, per- 
haps even dramatically. In the first place, there is the recollection 
that the Chinese, or local but Chinese-abetted movements, have 
over the years created disturbances in Asia, and in so doing have 
contributed to conditions defined by Australia as adverse. In this 
sense, Vietnam is not a new, unknown quantity; it is part of a 
pattern, even of a grand design, which has touched Korea, India, 
Malaya, Laos, Thailand, and even Indonesia, and “at the end of 
the road there is always China.”* In the second place, Vietnam, 
probably more than any previous “confrontation” with China or 
its cohorts, compounds many of the serious ingredients of a Com- 
munist bid for influence. Unlike Korea or Indonesia, it is physi- 
cally adjacent to other countries which are fragile and strategi- 
cally located. Like the Korean War, the Indian border conflict, 
and Indonesia’s confrontation of Malaysia, it entails the presence 
of outside armed forces, in this instance North Vietnamese. Like 
the Malayan emergency, Communist activity in pre-1965-66 In- 
donesia, and Pathet Lao operations in Laos, it involves outside 
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encouragement of dangerous native movements. Then too, Viet- 
nam stands out because experience has demonstrated that the 
success of a firm, resistant posture is not entirely problematical. 
Long and painful years of pertinacity paid off in Korea, then in 
Malaya, and finally in Indonesia-Malaysia. Indeed, precisely be- 
cause Vietnam has become a major test for both sides, Australia 
reasons that, should its assumptions about holding fast be con- 
firmed, the groundwork for a more lasting détente could be more 
optimistically expected.’ As will be explained later, Australia has 
in the past and even now under the stresses of Vietnam not taken 
an uncompromising stand toward China, and this officially ex- 
pressed government position should not be dismissed as mere 
rhetoric intended to placate critics. 

Finally, much of this chain of reasoning bears on the interde- 
pendence Australia identifies between and among Asian problem 
areas. Consider, for instance, the linkage between Vietnam and 
Indonesia’s confrontation of Malaysia. Confrontation was recog- 
nized by Australia as deplorable because it threatened to unsettle 
a desirable experiment in plural society nation-building at a key 
point in Southeast Asia; because in itself, as a manifestation of 
irresponsible and violent Indonesian behavior, it induced the 
threat of increasingly widening hostilities; because it fed the 
aspirations of China; and because it served the interests of the 
huge Communist party in Indonesia, a nation which is Australia’s 
closest neighbor and with whom a border is shared in New 
Guinea. Hoping for the instalation of moderate elements within 
Indonesia and the suspension of confrontation, the Australian 
government concluded that such a cause would be advanced if, 
in a major test of will such as was developing in Vietnam, the 
example of a concessionary, even capitulative approach was 
avoided. Too many moderate, anti-Communist Indonesians might 
otherwise become disheartened and the changes sought in Indo- 
nesia would be postponed.” Following the events of 1965-66, 
during which organized Communist activity in Indonesia was 
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demolished and confrontation lapsed, Australia felt its suspicions 
had been confirmed; steadfastness in Vietnam had played a possi- 
bly decisive role in inspiring these shifts in Indonesian domestic 
affairs and foreign policy.” The severity of the diplomatic defeat 
suffered by China in Indonesia would, in its turn, strengthen the 
resolve of those who would wish to persevere on the face of the 
Vietnamese conflict’s frustrations.” 


The Problem of China 


Australia’s inclination to visualize Vietnam in larger context 
and to pursue policies complementary to the assumptions govern- 
ing a determined stand there can be connected, at least by strong 
inference, to the issues of Chinese representation at the United 
Nations and the placement of an Australian diplomatic mission on 
Formosa. 

Australia has consistently voted with the United States to re- 
gard the Chinese seating issue as a “substantial question” and 
therefore subject to a two-thirds majority in the General Assem- 
bly. It has always voted against resolutions designed to displace 
the Nationalists and substitute Communists as representatives of 
China. When the matter appeared once again in November, 1966, 
Australia took no change in course, though it did not join the 
United States in favoring the Italian-sponsored resolution which 
called for a special committee study of Chinese representation. 
Earlier in the year, after years of temporizing, an Australian 
diplomatic mission had been authorized for Taipei. Should these 
steps, especially when considered together, be interpreted as a 
hardened, uncompromisingly anti-Chinese Communist and possi- 
bly pro-Nationalist stance? In all likelihood there is a toughen- 
ing-up feature here which cannot be explained away, but it 
should again be viewed in the Vietnamese context rather than as 
a hardening in principle, and not without redeemingly softer 
policy orientations. 
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As suggested earlier, the Australian government has persuaded 
itself that Vietnam “is the crux of a power conflict of enormous 
magnitude.” While Australia’s vote and arguments will not tip 
. the balance on Chinese seating at the United Nations, nor will a 
mission on Formosa materially strengthen the Nationalist position 
there, these evidences of Australian behavior should be inter- 
preted as part of the overall drive to underscore the credibility of 
Australia’s powerful commitment in Vietnam, and especially as 
being the commitment of a prominent combatant. This becomes 
not simply a matter of “standing up” to Peking, to whom Australia 
assigns such a generous share of the blame for the instigation and 
protraction of Vietnamese hostilities; it also becomes an expres- 
sion of Australia’s conviction that small Asian states should not be 
regarded as expendable, to be bartered off as an appeasement of 
China. Australia has never thought that the Nationalists spoke for 
all of China at the United Nations, or that they deserved encour- 
agement to reconquer the mainland, or indeed even that they are 
governors of the Formosan population; but it believes that they 
should at least not be repudiated lest Formosa’s absorption by 
China in effect become countenanced. In this vein, as conflict 
over another small Asian nation, Vietnam, grows more exacer- 
bated, motive for insulating Formosa rises proportionately. As 
Australia’s Sir James Plimsoll expressed it during the 1966 debate 
at the United Nations, 


For the Australian Government the overriding consideration [in not 
supporting the Albanian resolution] is that nothing should be done 
which would bring into question the right of the Republic of China to 
be a Member of the United Nations or which would set back griev- 
ously the prospects for peaceful co-operation in Asia and the Pacific 
and the building of conditions for peace, stability and economic 
expansion in that region.* 


It should also not be forgotten that Australian foreign policy 
does not present a unilinear record of holding fast everywhere 
and by all means possible; timing and circumstance have nor- 
mally counted for much. During the two principal Chinese 
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offshore island crises of 1955 and 1958, Australia spoke up on 
behalf of protecting the integrity of Formosa—because of Formo- 
sa’s strategic value and so as to disabuse China of any thoughts 
that its opponents were irresolute and could have their bluff 
called in showdown situations. In public, Australia even praised 
America’s resolution in support of the Nationalist presence on 
their offshore island outposts, since giving way under pressure to 
the Communists would have led to further applications of force 
against Formosa and the demoralization of various peoples in the 
region. But Australia carefully avoided a commitment to help 
defend the islands, and after both crises tactfully urged Washing- 
ton to seek a period of calm when the Nationalists could disen- 
gage from them. The islands were felt to possess no strategic 
importance and in fact were believed to serve as provocations to 
China and therefore to subvert the tranquility so much desired by 
Australia. They surely were not, in Prime Minister Menzies’ 
words, “worth another great war.” 

The recent, ostensibly hard Australian line on China, and espe- 
cially the placement of a mission on Formosa, can therefore be 
best appreciated if set in wide perspective. They reflect increased 
anxieties about Communist China but probably relate to Vietnam 
in particular; and they are not necessarily a switch to a perma- 
nently hard position, meant to indorse Chiang, the Nationalists, 
and Formosa’s claims to metropolitan China. For that matter, 
given the precedents in Australian policy, of which the offshore 
island theme is one, the step of introducing a diplomatic mission 
into Formosa may, for Canberra, imply anything but an uncom- 
promisingly hard line. Australia wishes to deny Formosa to the 
Communists but also wants to create a placid climate in the South 
China Sea region. Should a proper occasion arise, especially once 
the current, aging generation of Nationalist leadership has de- 
parted, Australia would seek to encourage a reasonable two- 
China solution in the United Nations. Early in 1967 the Holt 
government extended diplomatic recognition to Outer Mongolia 
—a step hardly calculated to please’ the Nationalist regime. In 
April of that year, while on an official visit to Formosa, Holt “was 
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able to convey, politely but unmistakably, his opinion that the 
Chiang Kai-shek regime should forget about going back to the 
mainland and concentrate instead on developing a strong, inde- 
pendent, non-communist state in Formosa.” Hence it is plausible 
speculation that, inter alia, a mission on Formosa was decided 
upon because “Australia’s arguments for the independence of 
Formosa will carry more weight if Australia has an embassy in 
Formosa. Continued refusal to complete an exchange of diplomatic 
missions with Formosa might be construed as evidence of Austra- 
lian doubts about the viability of an independent Formosa.” 

It should be noticed that Australian spokesmen, even while 
extolling the importance of constancy in Vietnam and assigning 
blame to China, have not hesitated to outline the desirability of 
continuing contacts and the search for long-term rapprochement 
with China—and not just for the sake of commercial gain. The 
movement of persons (including some official persons) between 
Australia and China has proceeded, as also has a prosperous 
trade, especially in wheat, which Australia has carried on with 
Peking for several years. This is true despite Vietnam, and it was 
true during the Indian border troubles and while China was on 
intimate and influential relations with Indonesia at the peak of 
Malaysian confrontation. In the former instance, Australia as- 
signed military aid to India; in the latter, Australian troops actu- 
ally fought skirmishes with Indonesians infiltrated into Malaysian 
Borneo. 

Australia’s dealings with North Vietnam itself have evinced 
some interestingly mellow features. Although Australian pass- 
ports are stamped “Not Valid for Travel in North Vietnam,” an 
Australian traveling there without appropriate validation is not 
subject to any legal disability upon returning home.” Further- 
more, while Australia has discontinued shipments to North Viet- 
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nam, it did not do so until August of 1965—long after it detected 
a North Vietnamese hand in the hostilities in the South, long after 
it had stationed military advisors and transport aircraft in South 
Vietnam, and even after defense appropriations had been sub- 
stantially raised, conscription had been adopted, and the first 
Australian combat detachment had arrived in Vietnam. 

To be sure, Australia’s trade with North Vietnam had been 
incidental—$A. 155,158 worth of goods sold in 1964-65, and 
$A. 65,000 in the initial stages of the succeeding financial year.” 
As a trading partner, North Vietnam had been neither lucrative 
nor regular, inl it could not have been thought a future outlet for 
Australian exports on the scale of Japan, China, or any number of 
other Asian states. The suspension of trade was therefore painless, 
though it surely was calculated to yield positive benefits for 
Australian interests. First, it was hoped that it would make Aus- 
tralia’s own firm diplomatic and military commitment in Vietnam 
more credible. Second, it was designed to please the United 
States, which in time became so agitated about other nations’ 
conduct as to enact legislation providing that those governments 
which maintained any form of commercial intercourse with 
Hanoi would forfeit American foreign aid opportunities. Third, 
Australia canceled exports to North Vietnam to counteract repre- 
sentations at home or abroad that it should cancel the highly 
profitable trade conducted with China, with which in 1965-66 
Australia enjoyed a favorable trade balance in the ratio of almost 
five to one. In that year Australian exports to China were valued 
at $A. 105,901,000 even though it was a weak trading year by 
recent standards. 

The importance of Chinese trade requires further embellish- 
ment. Through both tense and relatively relaxed periods Aus- 
tralia has preserved commercial links with China, mostly for finan- 
cial gain but also as a demonstration that here, in Australia, is a 
Western and anti-Communist government which in some way 
wishes to avert the isolation (and therefore the estrangement) of 
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Asia’s most influential state. Apart from commercial considera- 
tions, therefore, Australia values and wishes to protect its trade 
with China in the hope, however slight, of encouraging a thaw 
in Chinese policy. Had other variables not intervened, it is plausi- 
ble to conclude that Australia would have striven to continue its 
North Vietnamese trade for similarly inspired reasons. 


The American Factor 


If, in fact, be it for commercial or political reasons, Australia 
holds to its trade with the very Communists it castigates for their 
intervention in Vietnam, the logic of it all becomes somewhat 
clearer when the American factor is inserted. For years, Australia 
has been considerably more immune to public and private Ameri- 
can admonitions on its China trade than have other governments 
closely associated with the United States—as for instance Japan, 
Canada, and the United Kingdom. In part this has occurred 
because Australia has applied a stringent definition to “strategic” 
materials. In part, it is because on a variety of foreign policy 
topics where Australian thinking has in degree or kind deviated 
from American thinking, the Australian representations have 
been made in a quiet, circumspect manner. In part it has been 
attributable to the very quick and real backing the United States 
has received from Australia on any number of occasions which 
entailed primary American interests. While the argument is not 
being forwarded here that Australia has wished to support Ameri- 
can involvement in Vietnam so as to avoid criticisms of its com- 
merce with Communist nations some way engaged in Vietnam, 
Australia can continue to follow its ostensibly variant approach 
because it decided to set down a firm, figuratively “all the 
way with L.B.J.” diplomatic and military commitment in Vietnam. 

Australian government perceptions of the “American factor” in 
the Vietnamese conflict are, of course, salient, and require more 
than passing comment. The principle of a continuing and, if 
needed, heightened American involvement in Vietnam is a natu- 
ral extension of Australia’s belief that, as the strongest available 
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deterrent or repellent force to Communist intrigue in Asia, the 
American presence must be encouraged, perhaps lavishly so. If in 
a particular flash-point area there are military or political obsta- 
cles to total success, buying time for nearby and potentially 
threatened Asian states is a second-best objective to be sought. 
Australia is convinced that Vietnam is such a pivotal test case for 
resistance, but the conflict itself is heavily burdened by frustra- 
tion and impatient criticism from all sides. Australia must there- 
fore not only provide publicly trumpeted moral support, but 
material support as well. It must understand and help to alleviate 
the “loneliness of a great Power™ which might stir American 
second thoughts about entanglement in Vietnam today or in other 
Asian Vietnams in the future. 

Because the government in Canberra places such a premium on 
persevering in Vietnam, and because it so intensely wants America 
not to become discouraged there or, as the result of a disappoint- 
ing outcome in Vietnam, to shy away from future involvements, it 
has spoken bluntly about the naiveté of French preachments on 
how to go about disengaging,” about the less than complete 
indorsement of American actions by Britain and other European 
powers, and about their total reluctance to bring men and hard- 
ware into play in Vietnam. At a New York press conference, 
Hasluck remarked on the European proclivity to sit back comfort- 
ably, “thinking that what is going on in South-East Asia is far 
away and need not involve them. Australia has a right to speak 
frankly on this because successive Australian Governments of all 
political complexions have recognized that peace cannot be par- 
celled out into regional packets.” At a London press conference, 
Holt rebuked Britain for dissociating herself from American raids 
on Hanoi and Haiphong oil dumps, challenged the “growing 
body of opinion” in Britain which was turning its back on South- 
east Asian problems, and alluded to the fact that Vietnam repre- 
sented the first instance when militarily engaged Australians had 
not been fighting alongside British forces.” 
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Such public scoldings of Europeans over Vietnam have come 
about not only as an Australian chest-thumping exercise before 
American listeners and as an outgrowth of Australia’s own mili- 
tary participation but also as a calculated tactic to advertise the 
pre-eminence of Asia in the context of contemporary world affairs 
—and therefore to remind all concerned that Vietnam is not an 
isolated situation. Australia has consistently pursued a policy 
intended to commit the United States to the Asian region at large, 
and especially in places where defined and special Australian 
interests were at stake. Hence the ANZUS pact of 1951, which 
explicitly delivered American guarantees for the defense of Aus- 
tralia and its territories, was described by Sir Robert Menzies 
upon his resignation from the prime ministership fifteen years 
later as the best single step of any sort undertaken during his 
many years in office.” When in 1963 Australia negotiated the 
American naval communications station at Exmouth Gulf, it did 
so in part because the station was designed to improve the 
efficiency of the American nuclear deterrent force in the area. But 
it also did so to please the United States and to implant America 
on Australia’s soil, thus providing a kind of insurance against the 
day when Australia might wish to call on Washington to help else- 
where. What was especially sought was a future liberal interpre- 
tation of the ANZUS treaty if Australian New Guinea, a region of 
obviously marginal concern to America, should come to be threat- 
ened. 

Australia was much agitated about Indonesia’s confrontation 
policy long before she decided to dispatch a combat unit to 
Borneo. That decision early in 1965 was a sensitive one to take, in 
part because of the wish to avoid a complete Austral-Indonesian 
estrangement, in part because a heavy attack upon Australian 
forces in Borneo carried implications regarding the invocation of 
ANZUS. The latter consideration was especially crucial, since 
Vietnam had already become an American preoccupation in Asia. 
However Indonesia had reached the acme of its disdain for the 
West. It was not only in open aggression against Malaysia, but 
was courting China, had pulled out of the United Nations, and 
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was denouncing American “imperialist” behavior in Vietnam. In 
these circumstances, the Australian move to post troops in Borneo 
could be, and was, more graciously accepted by the United States 
than otherwise it might have been. By no coincidence, the Malay- 
sian troop decision immediately spurred Canberra to closer study 
of a possible combat role in Vietnam. When the Vietnamese troop 
decision was formally taken in April, one of its purposes was to 
obviate the rising feeling in America that “within the American 
alliance Australia has been getting its security on the cheap: it 
has been a ‘consumer’ rather than a ‘producer’ of security. Cur- 
rently it is attempting to increase the value of the alliance to the 
Americans both by increasing its own defence programme and by 
rendering political and military support to them in Vietnam.” 
Stated another way, the Australian Vietnamese commitment, 
coming when it did, was a logical follow-up to the commitment in 
Malaysia. If the Australian government hoped that under certain 
contingencies the United States would not remain indifferent 
during an escalated war in Borneo, or during possible Indonesian 
forays into Australian New Guinea—intimate concerns of Austra- 
lia—Australia had to demonstrate in Vietnam, which was Ameri- 
ca’s intimate concern, that it did not apply a double standard to 
ANZUS and other obligations. When the decision to move troops 
to Vietnam was taken, senior Australian ministers admitted that 
“the fact that Government had made so much political capital out 
of its success in negotiating the ANZUS Treaty made the latest 
[Vietnamese] decision an absolute and unchallenged certainty.”” 


A British Presence 


Australia’s defense relations with Britain reflect another dimen- 
sion of Australia’s wish to affect the desired American firmness in 
Vietnam as well as American concern for other present or future 
conflicts in which an Australian-defined stake would be present. 
Australia has long understood that Britain has, at least in compar- 
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ison to the United States, become a minor force in Asia. More 
recently, Britain has started to dismantle aspects of its presence 
east of Suez, to economize on defense expenditures, and to look 
more toward Europe. However, Australia came to feel that Brit- 
ain’s decision early in 1966 not to disengage entirely from Asia 
was most welcome, even if it meant the relocation of British 
facilities on Australian soil and therefore added to Australian 
expense, and even if it raised eyebrows in sensitive Asian states.” 
And this was not merely due to the pull of sentiment and tradi- 
tion. Despite the fact that the Australian government may have 
felt that Britain could have been more categorical in its support 
of the American effort in Vietnam, a continuing British role in 
Asia, and Australia’s indorsement of it, were regarded in Canberra 
as carrying favorable implications for Vietnam and for related 
Australian concerns. 

In the more immediate sense, Australia’s welcome of the British 
decision to stay on in Asia and if necessary to transfer facilities 
from Singapore and elsewhere to Australia—expressed in early 
1966—was another signal to America, itself heavily engaged in 
Vietnam, that Australia was a helper in the quest for security 
building in the area. Ultimately, should new and commodious 
bases be erected in Australia for British use, there might come a 
time when the United States could avail itself of them. 

Australia furthermore has shared America’s welcome for a con- 
tinuing British presence in Asia so as to augment deterrent and 
counteroffensive power in the region. Australia also, especially in 
periods of American trial, as in Vietnam, wishes to add its—and 
British—weight to dissolving any American feelings of the “lone- 
liness of a great power,” which now or later could encourage 
America to turn away from Asia. Since Australia holds Commu- 
nist motives in grave suspicion and is persuaded that Communist 
activity is apt to surface where vulnerability prevails, it stands to 
reason that such vulnerability must be shut off. When Vietnam 


28. For example, see Statement on the Defence Estimates 1966, Parts I and II, 
Cmd. 2901 and 2902 (London, 1966); Denis Healey, Minister for Defense, 
Sydney Morning Herald, February 3, 1966, and House of Commons Debates, 5th 
ser., Vol. 725, February 22, 1966, cols. 239-254, and March 8, 1966, cols. 
2036-2047. 


372 Contemporary Australia 


absorbs so many of the material and diplomatic resources of the 
United States, temptations for communism to probe elsewhere 
could be stimulated. It is understood in Australia that in certain 
parts of Asia, and particularly where the British once governed, a 
British security umbrella and even active involvement are more 
comfortably received than would be an American equivalent. 
Such, for instance, was the case when British troops were allowed 
to continue their stay in Malaya and Singapore, after those na- 
tions became independent, and then to fight in Borneo against 
Indonesian intrusions; for this, Australia was profoundly grateful. 
The climate of demoralization which an abrupt British with- 
drawal from Asia would have engendered in much of Asia—and 
which might perhaps have been triggered by Australian non- 
co-operation in consenting to new defense arrangements—would 
have contradicted Australia’s conviction that, especially under 
the strains of Vietnam, demoralization might be forestalled. Thus, 
while Britain’s 1967 decision to halve its Malaysian and Singapore 
commitments by the early 1970's in order to disengage com- 
pletely by the middle of that decade was received with disap- 
pointment in Canberra, at least it has the virtue of being phased 
and gradual.” 

There is, perhaps, still another reason for Australia’s embrace of 
Britain’s military continuation in Asia. In the past, Australia has 
welcomed a British presence, not just for the considerations ex- 
plained above, but also because Australia has reasoned that, 
when it becomes appropriate, a British voice of restraint and 
moderation would be more credible in Washington. Britain’s 
counsels of restraint during Korea and then again during the Indo- 
chinese crisis of 1954 occurred when Australia felt that standing 
up against communism was not to be confused with provocation 
and must not lead to the forfeiture of prospects for settlement. 
When Australia greeted Britain’s 1966 decision to remain in the 
area, Holt himself—despite his misgivings about Britain’s insuf- 
ficient backing for present American policies in Vietnam— 
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explained that “the British presence on the mainland of Asia 
provides an essential stabilising and moderating influence,” a re- 
mark which at least in language conformed to the spirit of Austra- 
lian regard for Britain as a tempering agent. It is, of course, very 
much the hope of the Australian government that the Vietnamese 
conflict will have been brought to a reasonably acceptable conclu- 
sion by the time the British presence—and therefore British influ- 
ence—terminates during the 1970's. 


The Australian Approach 


But in the Vietnamese context, given the apparent hard line of 
Australian policy, is there any evidence that Canberra has any- 
thing beyond an uncompromising set of principles, and that it 
would therefore either independently or through Britain en- 
deavor to urge restraint on Washington? Australia has not, at 
least to public knowledge, assumed a specifically different and 
more accommodationist view than the United States on Vietnam. 
If anything, some of the government's language has sometimes 
sounded almost intemperate—such as Menzies’ assertion that the 
idea that America should negotiate instead of fighting was fan- 
tasy, “and if I am the only Prime Minister left to denounce it, I 
denounce it.”** Nevertheless, neither Menzies nor Holt nor Has- 
luck has sneered at the wisdom of eventual negotiations, or of a 
peaceful settlement. Despite demands upon the government by 
some of its more militant backbenchers, there have been no Aus- 
tralian recommendations that America should do more or go 
farther in her military response in Vietnam than has in fact been 
the American practice.” There has been no evidence that Aus- 
tralia has urged blanket bombing or a naval blockade of North 
Vietnam. Contextually, what Australia has said is that a host of 
initiatives from various quarters, Western and non-aligned, and 
gestures such as bombing pauses have failed to elicit any concilia- 
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tory response from the Viet Cong, North Vietnam, or China. So 
far, no basis exists for negotiation, since the Communists, either in 
the North or the South, have been unwilling to de-escalate their 
own efforts unless America and its allies yielded to terms so 
unacceptable as to vitiate the entire purpose of their Vietnamese 
presence. 

Australian spokesmen have indeed made it plain that a military 
solution in Vietnam is not in and of itself a complete answer, and 
the government has “accepted that there must be some flexibility 
of approach once negotiations are put in train.” Holt’s explana- 
tion—which shades off from the American position—was that 
Australia is entirely open-minded not only on the method of 
commencing and carrying forth negotiations but also as to the 
participants in such discussions, implying that the National Lib- 
eration Front should not automatically be debarred.“ For many 
reasons already cited Australia is unprepared to deliver Vietnam 
into Communist hands, particularly under ignominious circum- 
stances. But if words read in context are to be believed, it is 
hardly a blindly hawkish government which says that, to arrange 
for negotiations, “on our side we have done what we can to bring 
Hanoi to the conference table. We would prefer to talk than to 
fight. But if we are to make real progress towards a peaceful 
solution, our policies for peace must be conducted with great care 
and realism and an unfaltering firmness of purpose. This has been 
the lesson in all the efforts to negotiate with the Communists in 
the successive post-war crises.” Australia’s open indorsement of 
Cambodia’s neutrality in the Vietnamese conflict, as well as its 
role as representative of American diplomatic interests in Cam- 
bodia and of Cambodia’s interests in South Vietnam, illustrated 
the Holt government’s capacity for a credible elasticity.” 

In this perspective, the government's Vietnamese policy not 
only acquires congruence with previous foreign policy experience 
but can be understood to be, in Canberra’s eyes, a perfectly 
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sensible mix of stern measures and of aspiration for not waging 
total war against enemies in order to reach an acceptable settle- 
ment. Such a settlement, Australia hopes, would not only defuse 
the troubles in Vietnam, but would serve as an object lesson 
deterrent to prospective Communist adventures. 

In Korea, in the 1954 Indochinese crisis, in the Formosan and 
offshore island crises, and in Indonesia’s confrontation of Malay- 
sia Australia felt that much was at stake; but in no instance did it 
preach unlimited war and the obliteration of the opposition. On 
the contrary, Australia was invariably an advocate of the “meas- 
ured response” and of a non-punitive settlement. If in Vietnam 
Australia has to date evinced more signs of pugnacity than ac- 
commodation, the reasons may not be too difficult to detect. 
Australia thinks of Vietnam as an especially salient test case, and 
therefore the incentive for quick compromise on unfavorable 
terms is proportionately lower than it may have been in previous 
crises. The total absence of any conciliatory signals from the 
Communists has not allowed room for initiative its exploit pre- 
sumed or actual negotiating opportunities. The United States 
itself appears to Australia to have behaved soberly, both in the 
gradualism of its military escalation and in its open efforts to 
invite the opposite side to negotiate formally or informally and to 
join in a reciprocal dampening down of hostilities. In this light, 
given Australia’s assumptions about, and physical commitment in, 
Vietnam, it would be at best pointless and at worst counter- 
productive to assume an openly lenient position or to badger the 
United States. The plausible inference is that Australia will throw 
no impediments in America’s path should Washington continue 
to blend pleas for scaling down and for negotiations with a pos- 
ture of perseverance in the field. Once negotiation or some form 
of military abatement is in progress, Australian diplomacy will 
seek a realistic settlement. 

On the other hand, a state of protracted conflict engendered by 
American obstinacy would exactly contravene Australia’s funda- 
mental objective of a tranquil Asia. Here there is consistency with 
her behavior on the theme of two Chinas and on trade with 
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Eastern Communist countries. Even during the West Irian dis- 
pute, when its demeanor at one juncture appeared to be reckless, 
Australia did not lose its bearings in distinguishing between 
strength and provocation. In that instance, Australia asked the 
United States to warn Indonesia that if it persisted in applying 
force it would meet with physical American resistance. Australia 
made it clear that if Washington’s admonitions were disregarded, 
Australia was prepared to join America in a shooting conflict with 
Indonesia. Canberra believed that the Communist powers would 
not intervene if they risked involving themselves with the United 
States in a controversy that was not centrally important to them. 
Therefore, on the basis of cost-benefit reckoning, a policy of 
strength would pay off against Indonesia without igniting an 
East-West clash. When America declined to interpose itself in 
this way, Australia had no option but to back off and accede to 
the eventual award of West Irian to Indonesia. Similarly, in Viet- 
nam, while Australia preaches and practices policies of firmness, 
it assumes that the risk of involving China and of eventually 
possibly blowing up the world is being minimized, not increased. 
Australia and its associates may be proved to be very wrong, but 
the assumptions subscribed to in Canberra again lead back to a 
conclusion considerably short of untrameled Australian belliger- 
ency. 


External Aid 


Further clues to the balanced nature of Australia’s approach to 
the securing of peaceful, stabilized conditions in Vietnam can be 
discovered in the character of the Australian foreign aid program. 
For years Australia has been assisting South Vietnam under both 
Colombo Plan auspices and through the SEATO support pro- 
gram. During Holt’s consultations with New Zealand officials 
early in 1967, Australia pledged an increase in civil assistance to 
Vietnam. Although the absolute figure for Vietnamese aid pro- 
grams was still to be rather meager—not much over $A. 2 million 
—the relative increase, 70 per cent, was in itself substantial. 
The 1967-68 budget called for even heavier expenditure, raising 
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annual Vietnamese civil aid to some $A. 3 million.” In 1966, the 

government had announced an intention of helping to finance a 

special committee to co-ordinate voluntary aid to Vietnam, and to 

assist in the meshing of officially and voluntarily sponsored pro- 
ams.*° 

For Australia to conduct a foreign aid program at large, or to 
make contributions to Vietnam specifically, is in itself unex- 
ceptional. But there are features of its aid which not only com- 
plement its ostensibly hard diplomatic-military posture but also 
illustrate that Australia does not construe force as the sole, or ulti- 
mately the most effective, means for encouraging stability among 
its Asian neighbors. The size of the total civil aid program (more 
than half of which is, however, devoted to development schemes 
in Australian New Guinea) reached $A. 142 million under the 
1967-68 budget. This represented an increase of 16 per cent over 
1966-67, a year which in turn exceeded 1965-66 expenditures by 
18 per cent. The most recent allocation calculates about 0.75 per 
cent of Australia’s estimated national income, second among 
Western nations only to France. Australian aid is dispersed over 
a wide variety of international programs—the Colombo Plan, 
SEATO support assistance, ECAFE, the Indus Basin and Mekong 
River development schemes, the recently established Asian 
Development Bank (to which Australia is the fourth highest con- 
tributor, after the United States, Japan, and India), and so on. 
Furthermore, Australia’s financial donations are provided as gifts 
rather than as loans.” In mid-1966 Australia joined with New 
Zealand and various Asian states, including Vietnam, in the for- 
mation of the Asian and Pacific Council, whose aims include the 
furthering of commercial ties, technical exchanges, and develop- 
mental activities. 
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The burden of this inventory is that Australia carries on a fairly 
impressive, steadily rising, and diversified program of foreign aid, 
aimed overwhelmingly at Asia and the Pacific. Australia has long 
felt that while resort to armed force has its place—and occasion- 
ally, as in Vietnam, a most conspicuous place—in protecting the 
Asian region, more durable conditions of stability and insulation 
from internal or external duress require a quite different order of 
interested party involvement. 

It is perhaps well to recall that during the West Irian dispute 
and the Malaysian confrontation (both of which considerably 
alarmed Australia and led it to urge or employ force of arms), 
Canberra kept diplomatic relations and trade with Indonesia 
intact. What is even more significant is that Australia maintained 
a variety of assistance programs to Djakarta. During the latter 
crisis, for instance, a trade treaty was renegotiated, a gift of rice 
worth $A. 200,000 was donated, Australian medical and technical 
personnel continued to work in Indonesia, Colombo Plan assist- 
ance in the form of communications equipment and other materi- 
als was delivered, and Indonesian students continued to arrive 
and study in Australia. When confrontation ceased, fresh Austra- 
lian initiatives for trade and assistance programs were quickly 
and enthusiastically undertaken. The rationale behind Australia’s 
uninterrupted generosity toward Indonesia derives in part from 
the appreciation that a crisis such as Malaysian confrontation 
would eventually pass—hopefully without success for Indonesia 
—but that Indonesia would always be Australia’s closest neigh- 
bor, would need to be lived with, and if possible would itself 
energetically turn to the awesome task of economic rehabilitation. 
Indonesia’s economic well-being, it was judged, would both raise 
the potential for Austral-Indonesian commerce and decrease In- 
donesia’s susceptibility to volatile politics, dangerous foreign be- 
havior, and overall instability. 

The course and assumptions of Australia’s external aid ap- 
proach fit into its Vietnamese policies. Holt himself, to a greater 
degree than Menzies, was impressed by the power of economic 
considerations to shore up domestic stability and to protect Asian 
states from undesirable convulsions, however and by whomever 
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ignited. He wants in Asia a social and economic environment 
which is neither static nor modeled on Western lines, and he is 
willing to exert his government in that direction.” While Aus- 
tralia under Harold Holt may have arranged for a substantial 
military commitment in Vietnam, it has also taken positive 
steps toward increasing civil aid to Vietnam in particular and to 
the Asian-Pacific region generally. The non-military contributions 
to Vietnam carry both short- and long-term designs. They are not, 
for that matter, predicated on any assumption that in the future a 
détente with North Vietnam in the Indochinese area is not possi- 
ble. The Australian government did not order a rupture in trade 
with Hanoi as soon as the North’s involvement in the Vietnamese 
conflict had become established. It has, furthermore, moved so 
far as to welcome President Johnson’s Johns Hopkins University 
initiative for a massive development assistance program in South- 
east Asia, has promised to make material contributions toward it, 
and has—publicly—emphasized that Johnson’s offer was not lim- 
ited to anti- or even to non-Communist countries but to “North 
Viet Nam no less than South Viet Nam.”* 


Conclusions 


Australia’s Vietnamese policy seems to sustain three related 
conclusions. The first is that the assumptions of Vietnam’s impor- 
tance and the methods of handling Vietnam in concrete, opera- 
tional terms are not unique to the present crisis but rather are an 
extension of official Australian practice of many years’ duration. 
The second is that despite Australia’s acknowledged emphasis on 
Vietnam and military presence there the government has by var- 
ious visible or implied means shown itself to be something other 
than stiff, doctrinaire, infatuated by military solutions, and resist- 
ant to settlement. Sir Alan Watt has advised that “Australia must 
not only have an independent foreign policy, but must also ap- 


40. See Holt in CNIA, XXXVIII (January, 1967), 8, and Alan Reid’s interpre- 
tation in Sydney Bulletin. January 21, 1967. 
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pear to have one.”” It may only partially have succeeded in the 
latter regard but has decidedly done so in the former. Finally, an 
examination of Australian foreign policy in the past few years 
underlines Australia’s ascription of the interlocking rather than 
isolated character of the major themes and issues which confront 
its decision-makers. Vietnam, the American alliance, commercial 
advantage, Chinese diplomatic problems, Indonesia, and other 
salient Australia concerns are not simply thought of as inter- 
dependent but are reacted to accordingly. 

In this light, Australia’s Vietnamese behavior is more than in 
and of itself interesting and important; it also carries lessons 
respecting the nature and extent of continuity, response, and 
interaction found in Australian foreign policy at large. 


42. The Evolution of Australian Foreign Policy, 1938-1965 (Cambridge, 1967), 
Pp. 323. Emphasis added. 
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Australia and the New States 


James H. Polhemus 


It was not until World War II and after that Australia can be 
said to have developed an independent approach to international 
affairs as a nation in its own right. It is true that Australia had 
participated in international affairs previously: it had had deal- 
ings with the United Kingdom and other members of the Com- 
monwealth; it had participated in World War I, had signed the 
peace treaties, and had been a charter member of the League of 
Nations. Moreover, Australia’s immigration policy had necessi- 
tated negotiations with a number of foreign countries." However, 
it was not until 1939 that the Menzies government first decided to 
establish diplomatic relations with foreign countries apart from 
its arrangements with the United Kingdom. In 1940 Australia 
established diplomatic missions in Washington and Tokyo. The 
decision to do so was based on the realization that it was no 
longer reasonable or appropriate to expect the United Kingdom 
to look after Australia’s interests throughout the world; the time 
had come when “Australia had problems of its own which could 
not be properly handled except by Australians.” Since 1940, as 
“Australia has grown both in population and in wealth and in its 
awareness of its entity as a nation,” it has expanded its diplo- 
The author, while retaining full responsibility for the final results, wishes to 
acknowledge his indebtedness to Professor Norman Harper and others who read 
and commented on an earlier version of this chapter. 

1. H. L. Harris, Australia’s National Interests and National Policy (Melbourne, 
1958), PP. 53-54. 


. R. G. Casey, Friends and Neighbors (East Lansing, Mich., 1955), p. 1. 
3. Ibid., p. 3. 
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matic network and has continued to evolve a foreign policy of 
its own. 

During the period since World War II Australia’s strategic 
position and the circumstances of what might be referred to as 
Australia’s international debut have tended to produce a preoccu- 
pation with immediate problems of defense and security. The 
traumatic twin lessons of the war had been that geographical 
isolation could no longer be counted on as a bar to Asian invasion 
and that Australia could no longer rely on the United Kingdom 
for its defense. In the early postwar years Australia was con- 
cerned with the threat posed by a renascent Japan. This concern 
was soon supplemented and finally supplanted by the fear of the 
People’s Republic of China as a large, populous Asian state appar- 
ently bent on expansion both militarily and through subversion. 
Paul Hasluck, the present minister for external affairs, has written 
that “in the post-war period there have been two significant 
developments in Australian foreign policy—one resulting in the 
achievement of regional arrangements for security and one in a 
revision of the national defense structure.” The evident Austra- 
lian preoccupation with defense and security has in turn led to an 
emphasis on the maintenance of close relations with the devel- 
oped nations of the West, especially the United States, and co- 
operation with the West in the establishment of collective security 
arrangements and responding to immediate threats to security, 
such as have occurred in Korea, Malaya, and Vietnam. 

The primacy of the West and problems of regional security in 
Australian thinking on international relations have not, however, 
precluded Australia from expressing a broader interest in the 
world, including the new states which have emerged since World 
War II. This chapter concentrates on two aspects of Australia’s 
relations with the new states. First, the geographical extent of 
Australia’s interest and interests in the new states is surveyed, 
shedding some light on Australia’s motivations and priorities. 
Second, consideration is given to the frequently expressed idea 
that by virtue of its history, size, peculiar geographical situation, 
and stage of economic development Australia stands in a unique 
relationship to the new states. 


4. “Australia and Southeast Asia,” Foreign Affairs, XLIII (October, 1964), 55. 
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Interest in the New States in Theory 


Australian pronouncements with respect to international affairs 
at the highest level of generality would lead one to believe that 
Australia is concerned at least to some extent with all the new 
states. Sir Garfield Barwick, former minister for external affairs, 
has observed that “no country today. . . , however powerful and 
however much it would like to be ruthless in pursuit of its own 
national purposes, can pursue them regardless of the views of 
others, including so often the views of the far less powerful 
‘others’ of the world community.” More recently, Paul Hasluck 
stated that 


Australian political, economic, and diplomatic interests are world- 
wide; and although we are urgently and vitally facing the crises that 
arise in the region in which we live, this Government has consistently 
maintained that the tasks of peace and welfare of mankind are global; 
that what happens in any region is of concern to all the world; and 
that the final security and the ultimate hope for peaceful purposes of 
any region are inseparably a part of a global problem.°® 


Moreover, Australia is committed to the principles and purposes 
embodied in Chapter I of the Charter of the United Nations, 
which imply a global obligation. 

Australia’s global commitments of this nature are founded on 
both ideological and practical considerations. The ideological ele- 
ment is expressed in the following description by Paul Hasluck of 
one of the “dominant motives” of Australian foreign policy. 


Australia is an idealistic country. In its domestic affairs Australia has 
set itself certain standards of living and a belief in sharing wealth and 
opportunity; and it has placed a high value on law and order and 
kindly human relationships. It has also followed the British traditions 
of protection of the rights of the individual, the rule of law, the respect 
for property and honest administration. It tends to apply the same 
standards and to seek their achievement in all other parts of the world. 
If it is to be criticized it is for the naiveté with which it assumes that 


5. “Australia’s Foreign Relations,” Australia’s Defence and Foreign Policy (Syd- 
ney, 1964), p. 3. : 

6. “Australia’s Foreign Policy” (Statement in the House of Representatives, 
February 28, 1967), Commonwealth Department of External Affairs, Current 
Notes on International Affairs (CNIA), XXXVIII (February, 1967), 51. 
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what it finds good for itself at home is readily applicable in every 
other part of the world. Indeed one of the points at which Australia 
most closely resembles the United States is that it shares both this 
idealism and this naiveté with the American people." 


The element of self-interest can similarly be illustrated with a 
Hasluck quotation. 


We see that aggression in order to change by force the lives of other 
countries is something that has to be resisted. I am sure that we also 
see that Australia cannot live to itself alone . . . . The preservation of 
those things that we think good in Australia depends on the existence 
of a certain type of world. Unless there is peace in the world, there 
cannot be peace in any part of it. . . . So it behooves us. . . to join in 
paying a price for the freedom which we hope to have in our own 
country. We have to help maintain those freedoms elsewhere. We 
cannot live selfishly or in isolation in our own continent.® 


In practice Australia has found it neither desirable nor feasible 
to concern itself with the new countries on the extensive scale 
implied above. A survey of the pattern of Australian diplomatic 
representation abroad, of the distribution and magnitude of Aus- 
tralian foreign aid, and of more specific statements of policy 
indicates that when one speaks of Australia’s relations with the 
new states outside the context of United Nations and Common- 
wealth gatherings one speaks almost exclusively of Australia’s 
relations with the South and Southeast Asian states. Africa consti- 
tutes a minor exception to this generalization, an exception which 
may be examined for purposes of comparison with Australia’s 
relations with Asia. 


Relations with the New States in Practice—Africa 


Since the states of Africa first began to emerge, Australia has 
evinced an interest in them. Menzies in 1960 referred to Nigeria 
as “a splendid example of how self-government should be 
achieved,” a statement said to have exemplified the receptive 

7. “Australia and Southeast Asia,” pp. 54-55. 


8. “Foreign Affairs” (Address to Moral Re-Armament World Conference in 
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attitudes of both government and opposition toward the inde- 
pendence movements in Africa.” The Governor-General’s speech 
on the opening of the Twenty-fourth Parliament in 1962 stated 
the government to be “profoundly interested in the new nations 
of Africa.” In 1964 the Governor-General said, “My Government 
will continue to pay a great deal of attention to developments in 
Africa, especially in the new countries of the Commonwealth of 
Nations which are seeking to work out independent national life 
and institutions.” Similar expressions of interest are to be found 
in other general statements of government policy, both before 
Parliament and in the United Nations. At some point around 1960 
a subcommittee of the Parliamentary Foreign Affairs Committee 
became sufficiently interested to prepare a detailed study of Af- 
rica and the Middle East (a study which unfortunately was 
neither debated nor printed by Parliament).’* What have been 
the practical implications of Australia’s frequently expressed in- 
terest in Africa? 

As the Africa states have gained independence, Australia has 
either been represented at the independence ceremonies or has 
dispatched an appropriate congratulatory message. The larger of 
the new African members of the Commonwealth have been sin- 
gled out for special attention, typically receiving gifts of an oil 
painting of an Australian scene and a small library of books on 
Australian history, literature, and government.” Australia has es- 
tablished diplomatic missions in several of the new African states. 
As of June 30, 1967, there were Australian high commissioners in 
Ghana, Kenya, Nigeria, and Tanzania. The high commissioner 
resident in Nairobi was also accredited as high commissioner to 
Uganda and ambassador to Ethiopia, the headquarters of the 
Organization for African Unity. Until the first high commissioner 
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from Ghana presented his credentials in September, 1966, no new 
African state was represented in Canberra.* With the exception 
of Ethiopia, the African states in which Australia is represented 
are members of the Commonwealth and are the African states 
with which Australia trades most. However, the volume of trade 
is so small as scarcely to justify the appointment of a high com- 
missioner.” 

Australia has contributed some foreign aid to the African 
states. Menzies foreshadowed this in 1960 when, after noting the 
changes then taking place in Africa, he said, “We in Australia will 
have to do some thinking about these things. These new countries 
will be in considerable confusion unless they get economic aid.””* 
Australia has followed through on this implied promise, but only 
to a limited extent. The primary vehicle for Australian aid to 
Africa has been the Special Commonwealth Africa Assistance 
Program (SCAAP), which was established after the Common- 
wealth Prime Ministers Conference in May, 1960, to be an Afri- 
can equivalent to the Colombo Plan. Additional aid to Africa has 
been provided under the Commonwealth Co-operation in Edu- 
cation Scheme. 

Through SCAAP Australia has provided funds, equipment, ad- 
visors, and training facilities for African development projects, 
but the volume of Australia’s aid to Africa has not been impres- 
sive, especially when compared to the magnitude of Australia’s 
aid to Asia. (See Table 1.) In 1966-67 expenditures on SCAAP 
amounted to only 3.36 per cent of Australia’s aid to Asia under 
the Colombo Plan alone. During the same year SCAAP received 
1.05 per cent of Australia’s total outlay on external assistance, 
exclusive of expenditures in Papua and New Guinea. The bulk of 
Australia’s aid under SCAAP takes the form of training programs 


14. Commonwealth Department of External Affairs, Annual Report, 1 July 
1966-30 June 1967 (Canberra, 1967), pp. 22, 66-70. 
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for Africans in Australia, most frequently in nursing or in agricul- 
ture. Ninety-seven Africans were enrolled in SCAAP training 
programs, and 372 had completed SCAAP programs by June 30, 
1967. These figures are to be compared with totals of 1,462 and 
7,307 for Colombo Plan trainees as of the same date. 

The Economist has suggested that for Australians Africa re- 
mains a “dark continent” and that “British sensitivity to African 
opinion is simply not understood.”” This is doubtless something 
of an exaggeration, increasingly so during the past several years. 
Nonetheless it continues to contain an element of truth. General 
statements of Australian policy with regard to Africa tend to be 
vague and non-committal. Australia has been noticeably reluctant 
to assume responsibilities in Africa. Sir Garfield Barwick made 
this abundantly clear in 1964 when, after a reference to Africa’s 
numerous problems, he said, “It is for the leaders of the African 
countries themselves to find ways of effectively solving their own 
difficulties.”** Sir Garfield’s successor as minister for external af- 
fairs modified this stance only slightly in 1966, saying, 


Each of these countries with limited resources has to find its own 
way in its own time, and should be allowed by others to do so. It is 
also very desirable that the African countries should be allowed, 
without interference from abroad, to develop their relationships with 
one another, and we shall do all we can to assist this process within 
the limits of our capacity.” 


In April, 1966, the minister for external affairs convened a con- 
ference of the heads of Australian diplomatic missions in Africa 
for the express purpose of reviewing African problems and Aus- 
tralia’s interests in Africa. It is indicative that this conference was 
convened not in Canberra but in Rome, presumably to fit in with 
the minister’s travel schedule. Hasluck later reported to Parlia- 
ment that the Rome meeting had “added greatly to the Govern- 
ment’s appreciation of African problems and factors to be taken 
into account in shaping our decisions.” However, he said noth- 


17. “When a Spade Is Not a Spade,” Economist, July 10, 1965, p. 133. 
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ing more specific about what the conference had decided with 
respect to Australia’s interests in Africa. 

Even though it is difficult to point to a comprehensive body of 
policy on Africa, including clear statements of interests, objec- 
tives, and means, Australia has perforce been concerned with the 
major international issues which have emerged from Africa. 
Often Australia has been in agreement, in principle if not in 
recommendations for action, with the position of the African 
states. Australia has been critical of apartheid, has refused to 
recognize the Rhodesian unilateral declaration of independence, 
has urged Portugal to recognize its obligations under the United 
Nations Charter with regard to its African dependencies, and has 
taken the stand that South-West Africa is a non-self-governing 
territory with respect to which South Africa has continuing inter- 
national obligations. 

Yet it is apparent that much of Australia’s interest in African 
problems has stemmed not from any concern for African opinion 
or Africa per se, but rather from the broader implications seen to 
be inherent in African problems. This was quite clearly the case in 
a foreign affairs statement delivered in Parliament by Sir Garfield 
Barwick in 1964. Having rendered a lengthy list of African prob- 
lems and crises, which included the recent revolution in Zanzibar 
and contemporaneous troubles in other East African states, bor- 
der fighting between Ethiopia and Somalia, an attempted coup in 
Gabon, disturbances in the Congo, and white minority problems 
in South Africa, the Portuguese territories, and Southern Rhode- 
sia, Sir Garfield went on to say, almost apologetically, 


I have spoken of these African matters at some length because of their 
particular bearing upon an issue of sinister and apparently of growing 
importance; one which we in Australia cannot afford or hope to 
ignore. It is that of race relations. . . . The Chinese Communists are 
trying to exploit racial ill-feeling: they are, it seems, doing their best to 
fan the fires of racial hatred in Africa." 


Having evoked the specter of the People’s Republic of China, Sir 
Garfield concluded by saying that the problem of race relations 
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was important in view of its potential effect on the Common- 
wealth and in light of Australia’s reliance on Asian good will.” 

Similarly, Australia’s position on Rhodesia has been heavily 
influenced by considerations of possible ramifications for the 
Commonwealth. Sir Robert Menzies was highly critical of the 
pressure exerted on Britain to take more extreme measures 
against the Smith regime. He said, “If the modern Common- 
wealth, on the initiative of some or many of its members, begins 
to claim the right to intervene and to give orders in relation to 
matters which are the proper concern of some individual mem- 
bers of the Commonwealth, good relations cannot long continue, 
nor can the present Commonwealth structure long endure.” 
During the government of the late Prime Minister Harold Holt 
apprehensions like those of Sir Robert were not expressed so 
overtly, but the leading consideration in Australia’s pronounce- 
ments on Rhodesia continued to be support for the United King- 
dom. The apparent motif in Australia’s approach to African issues 
is epitomized by Menzies’ statement, again with respect to Rho- 
desia, “We are not a party principal in this matter; our prime 
responsibilities and problems are nearer home.”™ 


Relations with the New States in Practice—Asia 


Australia’s far greater involvement with the new states of Asia 
is so obvious and manifest in so many ways as to preclude discus- 
sion in any detail. However, comparisons can fruitfully be made 
with the above scenario of Australia’s involvement in Africa. As 
against non-reciprocated diplomatic missions to six African states, 
Australia has diplomatic missions at the ambassadorial or high 
commissioner level in eleven of the thirteen South and Southeast 
Asian states. (There is no Australian representative in North 
Vietnam and the high commissioner in New Delhi is accredited to 
Nepal.) Each of these eleven states is represented in Canberra. 


22. Ibid., pp. 481-48 
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Moreover, Australia is a participant in a number of Asian regional 
organizations and arrangements, including the United Nations 
Economic Commission for Asia and the Far East, the Colombo 
Plan, SEATO, the Asian Development Bank, and the Asian and 
Pacific Council. 

There have been numerous statements of Australia’s objectives 

for and interests in Asia, as compared to the dearth of such 
statements for Africa. Australia’s objective for South and South- 
east Asia is that it should be “a tranquil area, steadily rising in 
political and economic strength, accepting us as a cooperative 
member of the region, to which indeed we have much to contrib- 
ute and from whose peaceful development we have so much to 
gain.” “The constant goal of Australian policy in Asia is to see 
the development of strong well-organized countries standing on 
their own feet and confident of their national independence. . 
It is the elements of internal weakness which make subversion the 
preferred method of communist penetration.” The development 
of trade relations has also been frequently mentioned as an objec- 
tive. 

Corresponding to Australia’s stated objectives and interests, 
there have been two consistent elements in Australia’s policy 
toward Asia—‘“the search for means of maintaining regional secu- 
rity both by alliances and by arrangements for regional coopera- 
tion” and a “consistent willingness to assist in raising standards of 
living to help Asian countries to help themselves.” In Asia, as 
contrasted to Africa, Australia has been willing to assume respon- 
sibilities, both military and economic. Since 1954 there has been 
an Australian military presence in Southeast Asia, starting with 
the Australian contribution to the Commonwealth Strategic Re- 
serve in Malaya and eventually extending to Thailand and 
Vietnam. The bulk of Australia’s bilateral economic assistance, ex- 
cluding that which has gone to Papua and New Guinea, has gone 
to South and Southeast Asia through the Colombo Plan, under 
SEATO, and more recently, in the form of famine relief for India 
(Table 1). . 
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Table 1. Australian External Aid Expenditures (excluding Papua and 
New Guinea), 1962-63 to 1966-67 ($A. thousands) 





1962— 1963—- 1964- 1965- 1966- 





63 64 65 66 67 
Bilateral aid 
Asia 
Colombo Plan 
Economic development $ 5,528 $ 5,372 $ 5,638 $ 6,876 $ 6,939 
Technical assistance 4,116 4,592 4,796 4,879 5,774 
SEATO Aid Program 2,496 1,888 2,504 2,258 2,309 
Indus Water Scheme 1,936 970 2,108 2,218 1,749 
Laos (Stabilization Fund) —_— 216 216 673 612 
Emergency food aid to India = = 7,602 7,381 9,479 
Africa 
Special Commonwealth 
African Assistance Program 152 362 328 420 427 
South Pacific 
Australian South Pacific 
Technical Assistance Program _— _ —_— 34 167 
Multiregional programs 
Commonwealth Education Program 480 536 648 660 700 
Australian International 
Awards Scheme 64 58 64 _ 37 
Disaster relief, refugee relief, 
and other 224 140 326 333 89 
Multilateral aid 
International financial institutions 8,036 8,070 2,546 5,684 9,800 
United Nations programs 1,722 2,392 2,390 2,091 2,457 
Other external aid (Red Cross 
and refugee aid) 116 16 15 15 65 
Totals $24,870 $24,612 $29,181 $33,522 $40,604 





Adapted from Commonwealth Department of External Affairs, Annual Report, 1 July 1966-30 
June 1967 (Canberra, 1967), p. 41. 


The Basis of Australia’s Interest in the New States 


Another chapter in this volume discusses Australia’s involve- 
ment in Southern Asia more fully. Here we can summarize certain 
conclusions with regard to the principles underlying its relations 
with the new states. First, as was certainly to be expected, Aus- 
tralia’s priorities derive from its assessment of national interest of 
both the short-run and the long-run—or enlightened—variety. 
The semantic argument whether Australia may or may not be 
properly referred to as an Asian state aside, Australia has realized 
that it cannot isolate itself from Asia and Asian events. Australia’s 
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must be a “defense in depth” focusing on the “near north.” 
SEATO membership, the Australian military presence in Thai- 
land and Malaysia, and Australian participation in Vietnam are 
viewed as the answer to Australia’s short run security problem. 
Further, military participation in the region is regarded as pro- 
viding a “shield of security”* behind which Australia can work, in 
collaboration with other nations interested in the security of the 
region, to create strong and stable governments which will not be 
subject to Communist overthrow. Australia’s foreign aid program 
is directed to that end, and is therefore justified primarily on the 
basis of long-run security interests, with the added hope of devel- 
oping markets for Australian exports. This is not to deny an 
element of humanitarianism in Australia’s relations with the new 
states; it is simply to state that by beginning its international 
charity close to home Australia has been able to mesh altruism 
with its security efforts. 

Second, Australia’s concentration on South and Southeast Asia 
reflects a recognition of the fact that in view of its size and limited 
resources it is necessary for Australia to establish and abide by a 
system of priorities. Australia’s contribution in international af- 
fairs must be, to employ Lord Casey’s term, “selective.” To the 
extent that Australia is engaged in Africa, this constitutes an 
apparent exception to the rule of selectivity. However, Australia’s 
foreign aid contribution and diplomatic representation in Africa 
appear to be largely symbolic and pro forma, which suggests the 
presence of a third motivation underlying Australia’s relations 
with the new states. While Australia may be fully aware of the 
necessity of selectivity, its actions are still governed in part by a 
perception of the behavior expected of an established nation and 
member of the Old Commonwealth toward the new members of 
the international community. 


A Special Role for Australia? 


A recurrent theme in statements and discussions concerning — 
Australia’s role in international affairs is the idea that by virtue of — 
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its peculiar history, size, geographical situation, and stage of 
economic development Australia stands in a unique relationship 
to the new states, particularly those of Asia. On the basis of this 
unique relationship it is supposed that Australia has a unique and 
important contribution to make as a “bridge.” This idea found 
expression as early as 1938 in a paper written under the auspices 
of the Australian Institute of International Affairs in preparation 
for the 1938 British Commonwealth Relations Conference. “If a 
path to peaceful and mutually helpful relations between East and 
West, and between the Pacific countries and Western Europe, is 
to be found, Australia is singularly well placed, because of her 
sympathies, connections, and inevitable interests, to find it.”* 
After the war, during the period when Australia was trying to 
decide just how independent its foreign policy should be, there 
was, according to Werner Levi, an “a priori exclusion of the 
position of Australia as a bridge between East and West in total 
—neutralist—independence” since “Australia was too much com- 
mitted to the West.”” Nevertheless, the concept of Australia’s 
special role continued to be advanced. 

In 1955 Julius Stone, in the first of the Australian Journal of 
Politics and History's continuing series of articles on “Problems of 
Australian Foreign Policy,” expressed the view that Australia’s 
disability as an international power “gives her a potential role of 
mediator between London and Washington, and between Wash- 
ington and New Delhi.”” In 1957 the members of the Victorian 
branch of the Australian Institute of International Affairs pro- 
duced a report which referred to Australia’s “political schizophre- 
nia’ and stated that “it is generally agreed that Australia, because 
of her own colonial past and her record of sympathy for national- 
ist movements in Asia, is politically peculiarly qualified to con- 
tribute to Asia’s economic progress.’ The idea was heavily 
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stressed in an address by a visiting United States assistant secre- 
tary of state in 1964. 


Is not your role [in Asia] as unique as your stake is great? For you 
stand as Asia’s southern anchor, a highly developed nation, and a 
nation of Western roots; yet you live in Asia. In an age when the gulfs 
between rich and poor and between white and colored appear to be 
widening, and yet when our planet is shrinking, the world needs 
bridges as never before. 

I am deeply aware of the exploits of Australia and Australians on 
the battlefields of the wars for freedom, in the processes of diplomatic 
conciliation, and in assistance to less developed nations. But is not 
your potential as a bridge to Asia even greater than any of us have yet 
realized? 

And by bridge I mean a two-way bridge. For those of us who live 
outside of Asia need your help. We need the understanding of Asia 
that you can bring us, the expertise in Asian development that your 
trained men and women can produce.” 


The idea of Australia’s special role in international affairs has 
not been limited to unofficial commentators on Australian foreign 
policy. It has also been expressed in various forms by members of 
government. In 1960, having referred to that part of Australia’s 
destiny seen to lie with the Asian states, the then minister for 
immigration said: 


There is some evidence that we possess personal characteristics 
which will enable us to serve as a more acceptable interpreter of 
European ideas than Europeans themselves; there is a mutuality of 
interest in many of our aims; there are features in our respective 
economies which make them complimentary. These things may enable 
Australia to act as a bridge between East and West. This I believe we 
can do, and if we can construct it, it will stand as the most glorious 
achievement so far in our history.” 


Mr. McEwen, leader of the Country party and minister for trade, 
articulated another version of the doctrine in his opening address 
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to the United Nations Conference on Trade and Development in 
Geneva in 1964. 


We face many of the problems of the developing countries which 
need to be dealt with at this conference. It is sufficient to mention our 
dependence on primary commodities for the bulk of our foreign ex- 
change, our very large payments for invisible items, our imports of 
capital, our small exports of manufactures, and our continuing indus- 
trialization. 

So we live with the same problems that the developing countries 
face or will face, but we undoubtedly have made progress and 
achieved a high living standard. This, we feel, places us in something 
of a midway position between the developed and the developing 
countries.*® 


The minister for defense has advanced a form of the doctrine, 
saying, “Australia, by virtue of its size and resources, the rapid 
expansion of its population, the vigorous growth of its industry 
and science, and above all its location on the periphery of Asia, 
can make a unique contribution to policies aimed at the security 
and stability of Southeast Asia.””’ 

Another advocate of Australia’s special position vis-a-vis the 
new states has been former minister for external affairs Sir Gar- 
field Barwick. 


Australia is a middle power in more senses than one. It is clearly one 
in the general sense in which the expression is used. But also it has 
common interests with both the advanced and the underdeveloped 
countries; it stands in point of realized wealth between the haves and 
havenots. It is at one time a granary and a highly industrialized 
country. It has a European background and is set in intimate geo- 
graphical propinquity to Asia. This ambivalence brings some strength 
and offers promise of a future of which Australia can be confident, a 
future of increasing influence.** 


More recently, the late Prime Minister Harold Holt was a spokes- 
man for the doctrine. In a press conference in Wellington he 
stated that he was : 
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quite certain that both Australia and New Zealand are able to exert an 
influence out of all proportion to our numbers on the great powers, 
certainly on the United Kingdom and the United States . . . because 
of the special position we occupy in this region of the world—the fact 
that we can form a bridge of co-operation and understanding, some- 
times in situations where the great powers cannot. . .. There is a 
feeling amongst several of the countries of this region that we do not 
possess the legacy of a colonial power past, that each of our countries 
is striving to Cae 4 resources and thereby set some sort of example 
to others who have their development ahead of them.” 


Members of the opposition have also recognized the possibility 
of a special role in world affairs stemming from Australia’s pecul- 
iar situation. However, the opposition’s view has been that while 
the potential exists, the government has failed to fulfil it. For 
example, Mr. Whitlam, the present leader of the parliamentary 
opposition, said in 1960 that “Australia, which is not and also 
cannot afford to be a nuclear power, has for ten years missed the 
opportunity to interpret the new nations to the old world and the 
old world to the new nations.”*° 

Each of the various ideas which can be subsumed under the 
“bridge theory” rubric holds out the promise of a singularly 
significant role or a disproportionate amount of influence for Aus- 
tralia, predicated on the advantages of communication and infor- 
mation, the superior understanding, the greater acceptability, 
and the heightened motivation of Australia stemming from some 
combination of its status as a middle-range power of European 
background, with peculiar historical and economic characteris- 
tics, located on the periphery of Asia. To what extent has the 
“bridge theory” been operational in Australia’s relations with the 
new states? In answering this question it is useful to differ- 
entiate three characteristics of the new states, to each of which 
there corresponds a form of the theory. First, the new states tend 
to pursue similar objectives and to adopt similar stances on inter- 
national issues tinged with colonialism and/or racism. Corre- 
sponding to this is the sympathetic attitude supposed to derive 
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from Australia’s own former status as a colony coupled with the 
enhanced acceptability of Australia to the new states stemming 
from the same fact. Second, the new states tend, to a lesser 
degree, to share a common outlook on the cold war. Here Austra- 
lia’s status as a middle-range power in the military sense is ex- 
pected to come into play. Third, the new states share the eco- 
nomic problems which have led to the application of the label 
“developing” and which have brought about the quest for exter- 
nal economic assistance. Australia itself is said to lie “midway” on 
the development spectrum and to share in these problems. Aus- 
tralia’s physical juxtaposition to the new states of Asia provides a 
motivating consideration underlying the form of the “bridge” 
theory corresponding to each of the characteristics of the new 
states. Taking these three characteristics in order, to what extent 
has Australia been able to capitalize on its unique position vis-a- 
vis the new states? 


The Political Role 


During the early postwar years there were indications that 
Australia under the Labor government might well be able to 
function as a “bridge,” playing a creative role in championing the 
causes of its Asian neighbors. Although the Australian Labor 
party had traditionally eschewed socialist internationalism in 
favor of nationalism and isolationism,” it was in broad agreement 
with the principles and purposes expressed in Chapter I of the 
Charter of the United Nations. The ideals of self-determination, 
economic assistance, and human rights corresponded to Labor 
beliefs with respect to human welfare and the rights and equality 
of man.” Beyond altruism and ideology, Labor saw the promise 
of economic and social measures as instrumental in eliminating 
the underlying causes of war. Dr. Evatt, who led the Australian 
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delegation to the 1945 San Francisco conference, regarded world 
opinion as a more effective force for peace than great power 
unanimity; on this basis he opposed the provision of the veto for 
the permanent members of the Security Council.“ Evatt was a 
vigorous advocate of a universal trusteeship system, under the 
United Nations, for non-self-governing territories.“” Moreover, the 
Labor government's role in the securing of Indonesian independ- 
ence, which included raising the issue in the United Nations, 
membership as the Indonesian choice on the United Nations 
Good Offices Committee on Indonesia, and full participation in 
the 1949 New Delhi Conference on Indonesia,” was a significant 
coup which might be pointed to as an example of the “bridge” 
theory in action. 

This early success notwithstanding, it is apparent that during 
the greater part of the period since World War II the “bridge” 
theory has not been operational in Australia’s participation in 
international political affairs. This can be attributed only in part 
to the change of governments in December, 1949, which placed 
in office a prime minister who had referred to Australia’s role in 
winning independence for Indonesia as “monstrous” and the 
“very ecstasy of suicide,” for even under the Labor government 
Australia was influenced by considerations which caused it to be 
on the defensive with regard to the major international political 
objectives of the new states. 

The failure of the “bridge” theory was particularly marked 
during the decade of the fifties. Throughout this period Australia 
expressed agreement with the general principles of self-determi- 
nation and racial equality. However, specific measures intended 
by the new states to implement these principles came in conflict 
with more vital interests of Australia. Australia’s status as a Euro- 
pean state administering colonies of its own and practicing an 
immigration policy which was still generally known as the White 
Australia policy made it extremely unwilling to establish any 
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precedent whereby there could be interference in what Australia 
considered to be its own affairs. In the United Nations Australia 
persistently interpreted the domestic jurisdiction clause of Article 
2 of the Charter* in a restrictive fashion, so as to preclude United 
Nations intervention in such matters as apartheid and the treat- 
ment of racial minorities in South Africa. In the Trusteeship 
Council Australia consistently found itself closely aligned with 
the other administering states.“ In the case of the dispute be- 
tween the Netherlands and Indonesia over West New Guinea, 
anticolonialism came into direct conflict with Australia’s per- 
ceived security interests. Although the Menzies government had 
recognized Indonesia and professed a desire for friendship with 
Indonesia, Australia was one of the staunchest supporters of the 
Netherlands claim. In addition to sensitivity with respect to its 
own immigration and colonial policies and strategic situation, 
another factor which militated against the mediatory role implied 
by the “bridge” theory during this period was Australia’s emo- 
tional ties with the United Kingdom and the white British world 
generally. The most striking example of this was, of course, the 
Suez crisis in 1956. Menzies’ support of all phases of the United 
Kingdom’s actions, including the Anglo-French military invasion 
which so horrified the new states, has been referred to as having 
been “semi-automatic.”” The “bridge” theory implies that be- 
cause of its various unusual attributes Australia should occupy, in 
some sense, a middle ground. This ground does not appear to 
have been occupied by Australia during the better part of the 
decade of the fifties; rather, Australia usually tended to find itself 
on the side opposite the new states, from which it was separated 


by the gulf which it itself was supposed to bridge. 
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In the sixties there has occurred a major change in Australia’s 
approach to the racial and colonial issues which are of such great 
importance to the new states. This change has been particularly 
evident in Australia’s behavior in the United Nations. Australia 
ceased to support South Africa’s legal argument that the domestic 
jurisdiction clause of the United Nations Charter precludes dis- 
cussion of apartheid in United Nations bodies. In 1961 Australia 
broke precedent to vote for two resolutions condemning South 
Africa’s racial policies. In 1960 Australia was one of nine states 
not to vote for a General Assembly Declaration on the Ending of 
Colonialism. However, in following years Australia voted for reso- 
lutions creating and expanding the size and jurisdiction of the 
Decolonisation Committee intended to carry out the Declara- 
tion, a committee on which Australia now serves as a member. In 
1962 Australia acquiesced gracefully to a General Assembly reso- 
lution transferring the administration of West New Guinea from 
the Netherlands to Indonesia. During the fifties Australia sup- 
ported Portugal in its contention that Portuguese territories in 
Africa were integral parts of Portugal rather than non-self- 
governing territories with respect to which Portugal had obliga- 
tions under the Charter. In 1961 Australia voted for a resolution 
condemning Portugal for not submitting information with regard 
to its African territories and establishing a committee to hear in- 
formation and petitions from the territories. In 1963 Australia 
supported a resolution calling for immediate independence for 
Portugal’s African possessions. In 1960 Australia ceased to vote 
with South Africa on the question of South-West Africa.” 

While the shift in Australia’s policy toward racial and colonial 
issues in the United Nations was a major one, it has not led 
Australia to full agreement with the new states. Australia may 
agree with the new states on the condemnation of racism and 
colonialism, but it does not always agree on the means to be 
employed to bring particular situations to an end. Australia has 
either abstained or voted against a number of resolutions calling 
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for the imposition of arms embargoes or other economic or diplo- 
matic sanctions against Portugal and South Africa. On Rhodesia 
Australia has supported and implemented economic sanctions; 
however, it has rejected proposals calling for the use of force 
against the illegal Smith regime. The official account of the 
reasoning underlying such occasions of disagreement between 
Australia and the new states is typified by the Department of Ex- 
ternal Affairs’ description of the behavior of Australia’s delegation 
to the Decolonisation Committee, where the Australian delegation 
“has always tried to influence the Committee’s debates towards a 
realistic and constructive approach to the major ‘colonial’ prob- 
lems remaining in Africa, as well as to the problems of small 
non-self-governing territories in the Pacific, Atlantic, and Carib- 
bean areas.”” 

This sounds very much like an ideal description of the role 
Australia might seek to play under the “bridge” theory, tempering 
the enthusiasm of the new states with the experience and practi- 
cal wisdom of an understanding but more mature friend. It is not 
clear whether Australia is making a conscious effort to activate 
the “bridge” theory in this area of its international relations. 
However, if this is what Australia is trying to do, it apparently has 
not been accepted as such by the new states. There is no particu- 
lar evidence that Australia has been able to win over any number 
of converts to the “realistic and constructive approach.” On the 
contrary, there is evidence that if Australia is trying to implement 
the “bridge” theory it continues to be hampered by its status as a 
nation of Europeans tending to identify with Europeans else- 
where and as a colonial power. 

The “essence” of the Australian government’s feeling on Rhode- 
sia has been said to have been expressed in the following state- 
ment by Paul Hasluck. “Let us try in our imagination to put 
ourselves in their (the white settlers’) place and to think of 
ourselves as having established our homes there.” In the General 
Assembly in 1966 Australia was confronted with a resolution on 
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New Guinea which called upon Australia to put an end to dis- 
crimination in the electoral process and social services, to set an 
early date for independence, and to refrain from using New 
Guinea for military activities incompatible with the Charter. This 
resolution was passed in spite of Australia’s contrary vote and 
objections that the resolution did not portray actual conditions in 
New Guinea.” These two incidents, one related to Rhodesia and 
the other to Australia’s own dependent territory, suggest that on 
one hand Australia may not yet be quite prepared to assume 
the role postulated for it by the “bridge theory” in international 
political affairs, while at the same time the new states are not yet 
prepared to accept Australia in that role. 


The Military Role 


If the “bridge” theory has enjoyed but limited success in inter- 
national political matters, its counterpart in the realm of military 
and security affairs has been still less operational. During most of 
the period since World War II Australia has seen the People’s 
Republic of China and Communist subversion in South and 
Southeast Asia as the source of the most immediate threat to its 
security. Australia reacted to this perceived threat by participat- 
ing in the creation of a regional military pact—SEATO—in 1954, 
a time when the People’s Republic of China was turning a benign 
face toward the new states and when Nehru, as the leading 
spokesman of the non-aligned among the new states, was advo- 
cating the creation of an “area of peace” in South and Southeast 
Asia. Australia, along with the United Kingdom, hoped that the 
new regional pact could be made acceptable to the non-aligned 
and neutralist states. When this proved to be impossible, Aus- 
tralia placed its perceived security interests ahead of its desire for 
good relations with all the states of the region and went ahead to 
join an arrangement which was castigated by India and Indonesia 
as having allowed the cold war to encroach upon South and 
Southeast Asia. Australia has continued to interpret the threat to 
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its security as one which requires in the first place military meas- 
ures for its solution and at the same time has continued to “find it 
hard to understand those small nations which accept support in 
their own danger and are quite unwilling to be aligned when 
similar dangers threaten other nations similarly placed.”” 

The effect of Australia’s status as a middle power in the mili- 
tary sense has been to reinforce its ties with the great powers of 
the West. This has created friction with those states which per- 
ceive Australia’s participation in SEATO and in Vietnam as steps 
on the road to World War III. It has not fostered a close and 
creative relationship with a majority of the new states. Unlike 
Canada, which is a model middle power in the military sense, 
Australia is precluded by its geographical situation from the de- 
gree of independence which would be allowed if it were possible 
to assume that its home territory would automatically be in- 
cluded under the protective umbrella of the United States. 


The Economic Role 


The idea that Australia stands “midway” between the devel- 
oped countries and the developing countries in an economic sense 
enjoys much more currency than the concept of Australia as a 
“bridge” between East and West in international political or mili- 
tary affairs. Unlike the “bridge” concept, the “midway” doctrine 
has been specifically invoked by the government on a number of 
occasions. As is evident in the statement of Mr. McEwen quoted 
above,” the “midway” doctrine asserts that in spite of its demon- 
strably high standard of living and level of economic develop- 
ment, Australia shares in many of the problems characteristic of 
the developing states. In order to understand the uses to which 
the government has put the “midway” doctrine, it is necessary to 
examine briefly the international and domestic circumstances in 
which the doctrine evolved. 

The international scene of the period was characterized by the 
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rapidly increasing numerical strength of the developing states in 
the United Nations and other international bodies and, to employ 
an overworked but descriptively accurate phrase, the “revolution 
of rising expectations,” which found expression in demands for 
trade concessions to benefit developing economies and for in- 
creased economic assistance. The Fifteenth General Assembly of 
the United Nations passed a resolution which expressed the hope 
that the level of capital and other assistance to the developing 
countries would continue to increase so as to reach approximately 
1 per cent of the combined national incomes of the developed 
states. The 1 per cent goal was further indorsed by the United 
Nations Conference on Trade and Development in 1964.” 

On the domestic level there was a growing dissatisfaction with 
Australia’s aid program. Australia’s role in the creation of the 
Colombo Plan and subsequent contributions under the plan were 
widely acclaimed. It was also possible to point to the laudable 
fact that assistance from Australia did not add to the debt-servic- 
ing burden of the developing countries, since no Australian aid 
took the form of loans, soft or otherwise. Yet it was increasingly 
asserted that in view of the enormous needs of the developing 
countries and the need to combat circumstances conducive to the 
growth of communism, Australia’s contribution was not sufficient. 
Criticism was directed against both the qualitative and quantita- 
tive aspects of Australian foreign aid. On the qualitative side, it 
was suggested that more aid should be channeled through multi- 
lateral agencies and that the technical assistance program should 
place greater emphasis on sending Australians to work in devel- 
oping countries.” It was also suggested that Australia needed a 
peace corps to close the “personal friendship gap.” 
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More damning were the criticisms directed against the amount 
of Australia’s contribution. It was noted that through June, 1960, 
Australia’s total expenditure under the Colombo Plan amounted 
to only .o8 per cent of its national income, as contrasted to .10 per 
cent for New Zealand, .19 per cent for Canada, and .24 per cent 
for the United Kingdom. The inclusion of Australia’s contribu- 
tions to various multilateral programs, plus all expenditures in 
Papua and New Guinea, brought the total up to .32 per cent of 
national income, but the basic relationship of Australia’s total 
foreign aid contribution to that of other donor countries remained 
the same, since the other countries had also not limited their 
efforts to the Colombo Plan.” In 1963 a group of academicians 
headed by Anthony Clunies Ross produced a pamphlet which 
strongly argued that Australia should immediately increase the 
level of its expenditure on official foreign aid to 1 per cent of 
national income, as contrasted to the .4 to .6 per cent then being 
spent. Among the reasons cited was the expectation that while 1 
per cent of Australia’s national income would not in itself have 
any great impact on the developing countries, such a gesture on 
Australia’s part would have a “trigger effect,” leading other devel- 
oped countries to follow suit.” In addition to the private critics, 
the Australian Labor party consistently called for an increased 
foreign aid effort, and in 1963 the 1 per cent goal was adopted as 
party policy.” Those who criticized the aid program also typically 
called for the government to take steps to help in enabling the 
developing states to increase their export earnings.” 

It was against this background of domestic and international 
pressures that the Australian government advanced the idea that 
Australia was in some sense located between the developed and 
the developing countries on an economic spectrum. The earliest 
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uses of the “midway” doctrine were defensive and negative, de- 
signed to secure advantages or concessions for Australia rather 
than to further the cause of the developing countries with which 
Australia professed to have an economic affinity. 

The first official application of the doctrine occurred in con- 
junction with the 1955 review of the General Agreement on Tariff 
and Trade (GATT), when the Australian delegation argued for 
and won an amendment which gave countries “depending in 
large measure on a relatively small number of primary commodi- 
ties and relying on the tariff as an important aid for further 
diversification of their economies” freedom to renegotiate bound 
tariff rates.“ In 1962 the Australian representative in the Eco- 
nomic and Financial Committee of the General Assembly of the 
United Nations abstained in a vote on a resolution embodying 
the 1 per cent goal for foreign aid, justifying his action on the 
grounds that such arbitrary criteria failed to take into account the 
special position of states like Australia which were themselves in 
an intermediate stage of development requiring heavy infusions 
of both domestic and foreign capital.” The “midway” doctrine 
was again utilized in connection with the 1 per cent goal adopted 
by the United Nations Conference on Trade and Development in 
1964. The Australian delegation insisted that the resolution em- 
bodying the goal should include the clause “having regard, how- 
ever, to the special position of certain countries that are net 
importers of capital.” In the same year Paul Hasluck wrote in a 
Colombo Plan publication: 


In considering Australia’s aid programme, we must remember that, 
unlike most other donor countries, Australia itself needs considerable 
imports of capital to ensure its own economic development. We are 
not of course a recipient ourselves of international aid, but since 1950 
we have received private capital from abroad amounting to over £150 
million. In addition public authorities have borrowed largely on over- 
seas financial markets and loans of about $400 million have been 
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obtained from the International Bank for Reconstruction and Devel- 
opment.” 


In a 1965 session convened to add to GATT a new chapter on 
“Trade and Development” Australia again appealed to the “mid- 
way doctrine. The new chapters called for the developed coun- 
tries to agree not to impose new tariffs or other restrictions on 
manufactures “currently or potentially of particular export inter- 
est to less-developed countries” and to work toward eventual 
elimination of all existing restrictions on such products. Australia 
indorsed the purposes of the new measures, but as a country 
“which is in neither of the categories [developed or less-devel- 
oped] specified in the articles” Australia refused to accept the 
form of the new amendments.” 

In its negative and defensive aspect the “midway” doctrine has 
been an anathema to commentators on Australia’s economic rela- 
tions with the developing states. The 1963 pamphlet by Ross e¢ al. 
asserted that “to say Australia cannot give aid because it is devel- 
oping is simply to say that it cannot help those that are poor 
because it is itself growing richer.”"” The “midway” doctrine has 
been referred to as “mediocre rhetoric to discourage needy peti- 
tioners”” and as a “doctrine whose credibility does not extend far 
beyond parliament house and the department of trade.”” It has 
been said that the doctrine has about it “a distasteful ring of 
hypocritical special pleading.” 

While it is certainly true that the economic “midway” doctrine 
has been used defensively, the intriguing property of the doctrine 
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is that it cuts in both directions—it possesses both a positive and 
negative aspect. The doctrine has been used as an excuse for 
Australia’s comparatively limited quantitative contribution to the 
developing states, but at the same time it has been seen as a basis 
for a particularly valuable qualitative contribution. Sir Garfield 
Barwick stressed this aspect in his address to the Fourteenth 
Annual Meeting of the Consultative Committee of the Colombo 
Plan in 1962: 


I believe that Australian experience can make a great and in some 
respects a unique contribution in the development of the countries of 
South and Southeast Asia of whom Australia is such a close neighbour. 

. In developing agriculture in tropical parts of this continent, we 
have created a reservoir of skills that may be useful in helping us to 
meet some of the developmental needs of Asian countries. Also, as a 
considerable part of our manufacturing capacity dates only from the 
years of the Second World War, much of our industrial experience 
may also provide useful guidelines for appropriate industrial develop- 
ment in the countries of South and Southeast Asia.” 


Again in 1964 Sir Garfield said, “Standing in or near the middle of 
the stream which divides the developeds from the under-devel- 
opeds, the haves and the havenots, we have much to offer, not to 
span the stream but to enable the underdeveloped nations pro- 
gressively to narrow its width by cooperative use of the resources 
of the developed nations without loss of national independ- 
ence.” 

In the past several years there have been indications that Aus- 
tralia is relying less on the negative and more on the positive 
aspect of the “midway” doctrine. The 1 per cent target for foreign 
aid has not yet been reached, and Australia’s “unique position on 
the development continuum” is still cited as a justification for 
this. However, in light of the rate of increase in Australia’s foreign 
aid expenditures, it has not been necessary to adopt so strong a 
defensive position. Between 1961-62 and 1965-66 Australia’s for- 
eign aid expenditure increased by some 66 per cent. Early in 1966 
Australia made a disproportionately large pledge to the newly 
established Asian Development Bank. The projected aid expendi- 
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ture for 1966-67 was $U.S. 130 million, representing an increase 
of 8 per cent over 1965-66." By 1966-67 Australia was able to 
report that for the calendar year 1966 its total expenditures on 
foreign aid, including the grants to Papua and New Guinea, 
constituted .67 per cent of national income, as compared to .60 
per cent for the United Kingdom and the United States. This 
ranked Australia as the third largest donor on a percentile basis 
among the members of the Development Assistance Committee 
of the Organization for Economic Co-operation and Develop- 
ment.” 

While Australia’s quantitative contribution has increased, there 
has at the same time been evidence of a new initiative and 
imagination. In 1963 Australia became a full regional member of 
the United Nations Economic Commission for Asia and the Far 
East, thereby becoming able to play a more active part in the 
organization (theretofore Australia had been an extraregional 
member along with the United States, the United Kingdom, and 
France ). Australia saw this move as a “means of demonstrating its 
interests in the problems and the needs of the countries of the 
South and Southeast Asian region and enabling it to make a fuller 
contribution to their solution.” In ECAFE Australia has made 
more specific references to the relevance of Australian experience 
for the developing states. For example, at the annual ECAFE 
session in New Delhi in 1966 Hasluck observed that there 


must be an adequate bridge between the discovery of better tech- 
niques and the application of those techniques by the farmer. We have 
found in Australia that a comprehensive extension service has paid off 
in this regard. . . . In light of our own experience we would be glad 
under Colombo Plan bilateral arrangements to join in providing what 
help we can to ECAFE countries in this and any other aspect of our 
own agricultural development which may be of interest to them. We 
make this offer with some humility because we are still learners 
ourselves in these matters.” 


Australia again demonstrated initiative in seeking and obtain- 
ing membership in the Development Assistance Committee 
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(DAC) of the Organization for Economic Co-operation and De- 
velopment early in 1966." Through DAC Australia’s stated objec- 
tive has been not only to make its own foreign aid contribution 
more effective but also to give the other members the benefits of 
Australia’s own “considerable” experience and thought.” Aus- 
tralia has continued to participate in the United Nations Confer- 
ence on Trade and Development, where recently, rather than 
invoking the negative aspects of the “midway” doctrine, it has on 
the basis of its own “current experience . . . not found it difficult 
to understand many of the desires which have found expression 
in UNCTAD and to contribute a very worthwhile part to the 
development of that Conference.” 

Beyond brave pronouncements in international councils, Aus- 
tralia can also point to at least one concrete accomplishment 
which can be linked to the sympathetic understanding of the 
plight of the developing states alleged to derive from Australia’s 
economic “midway” position. This came about in the aftermath of 
the previously mentioned 1965 GATT session intended to secure 
measures to freeze and eventually to eliminate import restrictions 
by the developed countries on manufactured products “currently 
or potentially of particular export interest to less-developed 
countries.” The Australian delegation refused to accept the 
amendments, which would have included Australia as a devel- 
oped country, because “in Australia we rely on the selective use 
of the tariff to foster development of new industries and the 
diversification of our existing, but not yet mature, manufacturing 
industries.” Yet at the same time the Australian delegation com- 
mitted Australia to “explore diligently and sincerely all possible 
ways” of making its contribution to the solution of the trade 
problems of the developing states.™ 

Several months later Australia introduced a plan whereby it 
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would extend tariff preferences to 118 less-developed countries 
on a list of products, which would be added to from time to time, 
on a quota basis. After the proposal had been unanimously ap- 
proved by the Australian Parliament, an application was made to 
GATT for the waiver necessary to allow the new tariff prefer- 
ences. In April, 1966, the waiver was granted by a vote of fifty to 
one, the one negative vote being cast by the United States. In 
April, 1967, Mr. McEwen announced the government’ intention 
of extending the tariff preference system by adding to the list of 
manufactured and semimanufactured products of the developing 
states to which preferences would be given, by augmenting the 
previously established quotas on certain items, and by eliminat- 
ing altogether the tariffs on a number of handicraft products 
which could be imported in unlimited quantities. In so doing the 
government took into consideration suggestions which had been 
solicited from the developing countries themselves.” 

The significance of the Australian tariff preference scheme was 
at least threefold. First, the proposal was not at all popular with 
the major developed states in GATT and UNCTAD. The United 
States in particular objected to the proposal, as its solitary nega- 
tive vote on the request for a waiver in GATT indicates. The 
primary United States objection was that the Australian plan 
would in practice be of little material value to the developing 
countries, an objection which is said to have been well founded in 
light of the particular items which Australia placed on the prefer- 
ence list and the rigid quotas imposed.” It has also been sug- 
gested that the developed countries saw Australia as “being gen- 
erous at their expense” since imports from the developed coun- 
tries would be disadvantaged while Australia could manage the 
list and the quota system so as still to protect Australian indus- 
tries. At any rate, this was a clear case of Australia acting inde- 
pendently of and contrary to the wishes of both the United States 
and the United Kingdom, as well as of the other developed 
members of GATT. 
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Second, the tariff preference proposal was decidedly popular 
with the developing states, with whom it was an “undoubted 
diplomatic success.” It was this consideration which led all of 
the developed states with the exception of the United States to 
vote to accept a proposal about which none of them was particu- 
larly enthusiastic. 

Third, and most important, is the fact that Australia was quite 
conscious of the broader ramifications of the tariff preference 
proposal. The proposal was quite convenient for purposes of pro- 
tecting Australian economic development, but at the same time it 
was an Australian initiative which could be expected to enhance 
Australia’s standing in the eyes of the developing states. Mr. 
McEwen said in Parliament: 


The very great opportunity that this opens up will not be in the 
Australian market, where it will be sizeable but not decisive, but in 
other industrial countries which will be invited to accord to the 
developing countries the same opportunity that Australia has now 
accorded to them. When and if this is done—and I believe it will be 
done—the most dramatic action will have been taken to enable the 
developing countries to escape from dependence on their own peasant 
agriculture or on the aid of other countries and to turn to a new phase 
of trade.* 


In April, 1967, Mr. Hasluck summarized the development of the 
Australian tariff preference system at the twenty-third session of 
ECAFE in Tokyo. He was able to conclude that portion of his 
statement by saying, “We appreciate the references that have been 
made in this debate to Australia as a pioneer in this field and we 
hope that others will be ready to follow the same line of policy.™ 


Conclusions 


This survey indicates that if Australia does in fact have a 
special role to play vis-a-vis the new states, as has been frequently 
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asserted, that role is more likely to stem from Australia’s eco- 
nomic situation than any of the other factors which are sometimes 
mentioned in this regard. The advantages, if any, of Australia’s 
comparatively distant colonial past and its juxtaposition to Asia 
are outweighed by Australia’s contemporary status as a Euro- 
pean, colonial state practicing an exclusionary immigration pol- 
icy, by whatever name that policy is called. The very fact of its 
status as a middle-range power, in the military sense of the term, 
located at best on the periphery of the Western defense perimeter 
has driven Australia to eschew the good will of the new states of 
the Third World in favor of alliances and close co-operation with 
the West in security matters. On the other hand is the fact that 
while Australia can scarcely be said to lie “midway” between the 
developed and the developing countries in terms of realized 
wealth, it does share certain economic problems with the devel- 
oping countries, notably reliance on primary exports and, to a 
lesser extent and in a qualitatively different way, dependence on 
external capital for economic growth. The events of the past 
several years suggest that by emphasizing the positive aspect of 
the “midway” doctrine and by bringing pressure to bear on the 
developed states through such maneuvers as the recent tariff 
preference proposal Australia may well be able to make a unique 
contribution which will redound to its benefit in its relations with 
the new states. 
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Australia and the United States 


Gordon Greenwood 


History and American-Australian Relations 


The associations between Australia and the United States have 
a long history, reaching back to the arrival at Sydney in Novem- 
ber, 1792, four years after the establishment of the first settlement 
by Phillip, of the United States ship, Philadelphia, under the 
command of Captain Patrickson. In a sense the connection be- 
tween the two countries goes back even further than that, since 
the foundation of the settlement in New South Wales was not 
unrelated to the events which led to the independence of the 
American colonies. As I have said elsewhere, 


The outbreak of the American Revolutionary War meant that the 
British government had lost its dumping ground for convicts. The loss 
of that war meant also that the government had acquired a moral 
responsibility for those American colonists who had remained loyal to 
the British connection. The solution to these problems, both of which 
were the direct outcome of the breakdown of British policy in Amer- 
ica, seemed to lie in acquiring lands where a fresh start could be 
made. That fact focussed attention upon the newly discovered east 
coast of Australia with the result that schemes were advanced for both 
convict and loyalist settlements. The loyalist element in the proposals 
was gradually abandoned, but the reinvestigation of the convict sys- 
tem led to a decision to found a new convict colony in New South 
Wales. Thus the course of events in America can be regarded as the 
underlying reason for the decision to colonize Botany Bay.* 


1. G. Greenwood, Early American-Australian Relations (Melbourne, 1944), p. 
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The contacts between the two countries have been continuous 
since the foundation of the first settlement in Australia, though 
they have varied in intensity and in significance at different 
periods, reaching their high point in the Second World War and 
in the subsequent alliance of which the ANZUS treaty is today 
the symbol. 

These relationships have begun to attract the attention of histo- 
rians and social scientists both in Australia and in the United 
States. The extent of scholarly work, whether in comparative 
studies or in the history of contacts, has as yet been small and for 
the most part carried out in the period since World War II. It has 
been concentrated about certain key issues and certain points in 
time: the first contacts by speculative American traders, sealers, 
and whalers; the gold rushes of the mid-nineteenth century, 
whether in California or in Victoria; the impact of American 
political ideas, organizations, and constitutional practice during 
the eighties and the nineties when the labor movement was being 
shaped and federation under discussion, and during the first 
three decades of the Commonwealth, when American socialist 
and labor organizations were not without their influence upon 
similar bodies in Australia. The growth of United States influence 
in Oceania and the wider Pacific, with its implications for Austra- 
lian interests and policies, and for international security, has been 
yet another area which has attracted its investigators. Finally and 
not surprisingly, greatest attention has been paid to the war and 
the postwar association, with its significant implications for the 
United States and consequences even more fateful for Australia.’ 

Historical work touching closely upon past Australian policy is 
of necessity based upon British and American records, because 
Australian archival policy is less flexible than in the United States 
and than the revised policy in the United Kingdom. Speedier and 
more extensive access to so-called open material in Australia and 
a significant reduction of the time period governing availability 
are essential if work based on Australian documents is to be 
undertaken. Valuable work lies at hand in the field of American- 
Australian relations for both Australian and other scholars. The 

2. See the appendix at the end of the chapter for works on these topics. 
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riches to be found in the documents may well prove as alluring to 
investigators as was the gold which attracted Australians to Cali- 
fornia and Americans to Victoria. The returns in terms of mutual 
understanding may be at least as rewarding to the two societies 
as the wealth won from the goldfields. The search is already 
under way, and in Australia at least the number of theses on one 
aspect or another of Australian and American experience, or of 
contact between the countries, grows apace. 


Comparative Experience 


Any survey embracing the two societies should be concerned 
with their comparative development and experience, which may 
prove as valuable to the historian and social scientist as the 
straight record of contact and connection between them. The 
similarities between the two countries and the two societies stand 
out obviously enough, though their very obviousness may be 
deceptive. Both peoples came to control continental areas of 
almost similar size, for the area of Australia, excluding the Terri- 
tory of Papua and New Guinea, is almost identical with that of 
the mainland United States without Alaska. To occupy, tame, and 
exploit these two vast continents, little explored and largely un- 
known, was the challenge which confronted in either case a hand- 
ful of transplanted Europeans primarily of British stock. The 
lands awaiting occupation were sparsely populated, and in the 
Australian case virtually empty; but the American pioneers faced 
dangers from the resistant Indian tribes with their warrior tradi- 
tion which were almost unknown to the Australian settlers. In 
both cases the occupation was ruthless. The indigenous peoples 
were pushed back from their hunting grounds into less desirable 
land and ultimately placed on reserves. By that time their ranks 
had been decimated, their morale broken, their continuity with 
their own past dissolved, and their future too often left devoid of 
satisfying purpose. The two societies have since been paying 
penance in an effort to compensate for the misdeeds of the past. 

Both countries can point with pride to a saga of exploration as 
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the frontier was pushed outward by individuals, mostly long 
forgotten, venturing into the wilderness or the outback, seeking 
land for crops or grazing for their flocks and herds. Side by side 
with this private penetration went the more organized expedi- 
tions which sought to map each continent, unveil its potentialities 
and discover the most usable communication routes. 

The explorations of Lewis and Clark, of Pike, of Jedediah S. 
Smith and of John C. Frémont in North America have their 
counterparts in the Australian attempts to explore and open up 
the inhospitable and discouraging backlands of the continent. 
Names such as Mount Deception and Mount Hopeless stand as 
testimony to the frustration which was so often the lot of those 


penetrating the inland. Some magnificent country, such as the — 
Darling Downs, was, of course, discovered; much good cultivable — 


land, and even more land suitable for sheep and cattle if not for 
agriculture, was uncovered by a series of expeditions. Australia 
like America had its epic journeys of endurance, suffering, and at 
times disaster. Pre-eminent among the Australians stands Charles 
Sturt for his explorations along the Darling, the Murrumbidgee, 


and the Murray, between 1828 and 1830, and into the heartland ~ 


of the continent between 1844 and 1846. Other remarkable feats 
were those of Eyre, who in 1841 crossed the Great Australian 


Bight from east to west, from his base at Fowler Bay in South — 
Australia to Albany in Western Australia, and of Ludwig Leich- — 


hardt, who traversed the country northward from the Darling 
Downs, along the coast to the Gulf of Carpentaria, and on 
through Arnhem Land to Port Essington which he reached in 
December, 1845. In 1862 John McDouall Stuart, after two pre- 
vious abortive attempts, finally crossed the continent from south 
to north. 

The men who pioneered the exploration and much of the early 


settlement of the two continents were in the main of British stock. 


Whatever the subsequent changes altering the racial composition 


of the society—in the American case these were profound in the © 
nineteenth century, and in the Australian case marked after 
World War II—the roots were English. The institutions which — 
were developed and modified, the values which were ascendant, 


’ 
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and the language in which ideas were expressed were all English. 
It was a point which was eloquently made again and again by 
Edmund Burke in his speeches on conciliation with America. 


The temper and character which prevail in our colonies are, I am 
afraid, unalterable by any human art. We cannot, I fear, falsify the 
pedigree of this fierce people, and persuade them that they are not 
sprung from a nation in whose veins the blood of freedom circulates. 
The language in which they would hear you tell them this tale would 
detect the imposition—your speech would betray you. An Englishman 
is the unfittest person on earth to argue another Englishman into 
slavery. 


Both societies in the fulness of time became something other 
than English, but the heritage, whether of institutions or political 
values, or of language and literature, was not thereby wholly lost. 
Europeans, whether in the United States or in Australia, were 
conditioned by the environments of two new worlds. Adaptation, 
inevitable but at times unconscious, was the alchemy which trans- 
muted the original society into one which possessed essential 
characteristics of its own, characteristics distinct and separate in 
kind but not unrelated to their origins, whether English or Euro- 
pean. Ultimately there came a sense of national identity. 

Institutional forms and the values which underlay them were 
important in shaping the two societies. Both sought to protect the 
individual and the community by an emphasis upon the rule of 
law. Both countries were democracies with an emphasis upon the 
will of the majority, or at least in the United States until the 
ratification of the Nineteenth Amendment in 1920,* upon the will 
of the male majority. In Australia that will was leavened by the 
arrival of the adult female voter, first in South Australia in 1894, 
and subsequently for the federal elections of 1902.” Both coun- 
tries emphasized not only majority rule as ascertained through 

| representative institutions but also safeguards to property either 


3. Edmund Burke, Speeches and Letters on American Affairs, Everyman’s 
Library No. 340 (London, 1950), p. 102. 
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by constitutional provision or, as in Australia, by conservative 
upper houses elected on a severely restricted franchise. Both 
were therefore engaged in a new, enormous, and largely unfamil- 
iar experiment in rule by democratic process. The two societies 
by deliberate choice adopted federal forms of government and 
for reasons which were broadly similar. The weight of the forces 
leading to federation was no doubt different in each instance, but 
broadly the type of federation chosen represented, either from 
conviction or from interest, the greatest measure of unity then 
thought either attainable or desirable. There were strong reasons 
of convenience—there was the prospect of a common market, 
there was the necessity to speak and act with a united voice upon 
certain major matters of common concern, and there was the 
question of defense and security, which while more important in 
the American situation was by no means negligible in the Austra- 
lian. 


Comparative Attitudes 


In attitude and values the two societies had much in common. 
In religion both were from the outset predominantly Protestant 
and have remained so, though the Catholic church has grown in 
influence, in acceptance, and in established position within both 
societies. In temper the two societies were individualistic and 
pragmatic, with a strong emphasis upon material well-being. Ob- 
servers of the societies, both as it happened Frenchmen, com- 
menting at what, given the length of life of each, might be 
regarded as broadly corresponding points in time, came to re- 
markably similar conclusions about the ethos, values, and prac- 
tices of the two democracies. Tocqueville, in his Democracy in 
America, was impressed by the capacity of the American society 
to deal in practical ways with its internal problems and by its 
ability to direct policy in accord with the wishes of the majority. 
Expressing general observations but speaking with direct refer- 
ence to his impressions of the United States, Tocqueville wrote: 


Experience, instruction, and habit may almost always succeed in cre- 
ating a species of practical discretion in democracies, and that science 
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of the daily occurrences of life which is called good sense. Good sense 
may suffice to direct the ordinary course of society; and among a 
people whose education has been provided for, the advantages of 
democratic liberty in the internal affairs of the country may more than 
compensate for the evils inherent in a democratic government.® 


The comments of A. Métin at the turn of the twentieth century 
when he spoke of the Australian labor movement as being social- 
isme sans doctrines might well have been applied to the outlook 
of the society as a whole, since it too showed a lack of interest in 
doctrine or political philosophy, and an addiction to the empirical 
and pragmatic. This attitude was well expressed by Andrew 
Fisher, Labor prime minister of Australia (November, 1908, to 
June, 1909, and April, 1910, to June, 1913), when retorting to the 
criticism that some of his measures savored more of small-scale 
capitalism than of socialism. “It is,” said Fisher, “my kind of 
socialism.” Within this framework of pragmatic approach the 
two societies in their formative periods displayed a high degree 
of experimentation, but with the passage in time and the growth 
in affluence they tended to become more conventional, conform- 
ist, and perhaps complacent, at least in political and social out- 


look. 


Comparative Growth 


Growth in each case depended upon immigration, whether 
unassisted or encouraged by government policy; the migrant in- 
take in the United States assumed immense proportions with 
23,460,000 entering between 1881 and 1920, of whom no less than 
8,790,000 arrived between 1901 and 1910. In Australia the shock 
of near Japanese invasion was to create a climate favorable to the 
rapid populating of the continent. Between October, 1945, and 
November, 1955, 1,000,000 immigrants entered the country, a 
large figure in terms of an Australian population estimated in 
1945 at 7,430,197. The intake which has continued in subsequent 


6. A. de Tocqueville, Democracy in America, World’s Classics (New York, 
og p. 160. 
G. V. Portus, The Labour Movement in Australia, as quoted in Meredith 
BiGinson, Australia, Economic and Political Studies (London, 1920), p. 186. 
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years at a diminished rate has been accepted by the Australian 
community as desirable and has caused remarkably little social 
upheaval, perhaps because the kind of fear expressed in the 
United States that the original American stock might be sub- 
merged has not been as evident in Australia where British immi- 
grants still comprise about half the total number. Migration not 
only produced growth but brought with it similar advantages in 
variety and skills, and similar problems of housing, urban concen- 
tration, and assimilation to the speech, values, social customs, and 
political practice of the existing societies. 

The two countries were to become among the world’s great 
primary producers, with Australia dominant in wool, and the 
United States in grain crops. They were to face in the twenties 
the problems of overproduction, declining prices, and shrinking 
markets, and in the period after World War II the complex 
problem of rational distribution of surpluses, not least to a hungry 
Asia, without detriment to the living standards of producers in 
Australia and elsewhere. Both societies proved inventive in the 
application of machinery to agriculture, and more recently in the 
effective use of soil science. A striking Australian instance is that 
of the Coonalpyn Downs Development Scheme (formerly the — 
Ninety-mile Desert) in South Australia, where poor sandy soil, 
from which all trace elements had been washed out, was reinvigo- 
rated by large quantities of superphosphate and by increasing the 
trace elements through the addition of copper and zinc sulphate 
and nitrogen-fixing legumes such as clover. 

The rapid rate of industrialization in the United States in the 
second half of the nineteenth century, together with the techno- 
logical and managerial revolution of the 1920’s and beyond, have 
naturally not been matched to anything like the same extent in 
Australia. Nonetheless Australia has become highly industrial- 
ized, capable of producing in the 1930's the lowest priced quality 
steel in the world, and is today among the limited group of 
societies with a high degree of technological know-how and in- 
dustrial sophistication. 

The Australian work force patterns that of the United States, 
with mounting primary output produced by a smaller and smaller 
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percentage of the total labor force. By the time of the 1961 
Australian census, out of a total employed force of 4,225,096 the 
numbers engaged in rural industry were 470,182, which meant 
that the proportion of workers in agriculture had shrunk to 11.1 
per cent. The comparable figure for the United States in 1960 was 
a total civilian employed labor force of 67,990,000, with 3,950,000 
employed in rural pursuits, or a percentage of 5.8. With the 
application of science and mechanization to agriculture, urban 
concentration, always a notable feature of Australian society, has 
advanced even further until at the beginning of the sixties, 56.12 
per cent were classified as urban metropolitan and no less than 
81.94 per cent of the population lived in cities or towns of 1,000 or 
more people. The degree of urbanization in Australia is in fact 
higher than in the United States, where the American official 
figures for 1960 show 69.9 per cent classified as urban, and 30.1 
per cent as rural. The difference in the statistics (81.94 per cent 
urban for Australia as against 69.9 per cent for the United States ) 
is explained partly by the fact that the natural resources of the 
United States have promoted a greater dispersion of population 
but more importantly by the fact that the United States statistics 
classify places of 1,000 to 2,500 as rural. In all probability, if the 
American figures were based upon places of 1,000 or more, the 
percentages for urban residents would not be significantly differ- 
ent.° 


Isolation 


Each country was intent upon exploiting a continent and at the 
same time upon the creation of a society free from the social 
rigidities, the class privilege, the mass misery, and the interna- 
tional discord which to Americans and Australians of early gener- 
ations marked the European communities from which they had 
come. They therefore concentrated on domestic affairs. For most 

8. For urban and rural population in Australia see Commonwealth Bureau of 
Census and Statistics, Official Year Book of the Commonwealth of Australia, No. 
52 (1966). For conditions governing urban classification in the United States see 
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of their history the isolation conferred by the great oceans which 
surrounded them, together with the contrived insulation through 
public policy, whether in the form of the Monroe Doctrine, or the 
Australian effort to retain a British-Australian preserve in the 
Southwest Pacific, or the restrictive immigration policies, was suf- 
ficient when combined with large internal resources to enable 
them to pursue that luxury largely uninterrupted. Yet the condi- 
tion for the security of both in the nineteenth century, and in the 
Australian case beyond, was the existence of British naval power 
and the assumption that it would be used either to reinforce the 
Monroe Doctrine or to protect the Australian continent. Though 
both societies were isolationist in the sense of preferring to get on 
with the job at home and avoiding unnecessary international 
entanglements, both were interventionist in times of major inter- 
national crisis. Curiously enough, despite their vast areas, both 
acquired territory overseas, the United States in the form of a 
chain of islands, including the Philippines, which stretched al- 
most to the Asian coast, and Australia in its acquisition first of 
Papua and subsequently of the mandated territory (later trust 
territory ) of New Guinea. Both assumed responsibility for colo- 
nial administration, but the motives which led them to accept 
such obligations were not exclusively those which have been 
traditionally associated with imperialism. The United States was 
more concerned with the trading potentialities of Asia, with the 
maintenance of the Open Door, and required, if it was to exert 
any influence in Asia, an effective line of sea communications. 
Australia, bent on insuring the protection of the mainland and 
anxious to avoid the presence of predatory strangers in islands 
adjacent to its coast, saw New Guinea as a shield against foreign 
attack. 


Outlook on the World 


The two democracies fought together in two world wars for 
broadly similar principles based on broadly similar values. Their 
governments and peoples have since 1945, despite specific differ- 
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ences over such issues as the Japanese peace treaty and the 
Franco-British adventure at Suez, come to much the same judg- 
ments about the international struggle. A difference in power has 
made Australia’s attitude of minor significance, but this should 
not obscure the fact that their assessments of Soviet policy in 
Europe in the forties and fifties, or of the cold war, or of the 
desirability of coexistence, or of the necessity for containment of 
Communist expansion in Asia have been essentially the same. It 
would be misleading to interpret this situation simply as a matter 
of a small and dependent power sacrificing its judgment to that of 
its giant ally. Australia is no satellite; its people are not servile; its 
judgment has been arrived at independently. Both fought in 
Korea, the Australians assisted in the suppression of Communist 
guerrillas in Malaya, and both today are fighting in Vietnam. The 
degree of co-operation or parallel action has been remarkable, 
whether it be the offers of immediate material assistance to an 
India facing the Chinese border invasion, or the earlier joint 
participation in the Berlin airlift. This similarity but not identity 
of outlook has come about in part from the natural inclination of 
both to pay close attention to the European experience of Soviet 
policy. It has arisen also from the fact that both view political 
problems in all parts of the world in global rather than local or 
regional terms. This does not mean an insensitivity to attitudes or 
issues which are primarily regional especially in areas adjacent to 
either country. For Australia geographic propinquity, and the 
inability to withdraw from Southeast Asia to the extent that the 
United States conceivably could, may well lead to shading differ- 
ences in the assessment of the significance of the issues and the 
policies to be pursued. 


Differences 


Even these more obvious similarities may be deceptive. In 
addition to some caution on this front it is important to recognize 
and explain the character of the differences between them, both 
in the past and today. Basic to all else is the startling contrast in 
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the natural endowment of the two continental areas. In time it 
may well be that the arid zones of Australia will yield up the 
kinds of riches which it now seems certain lie but half revealed in 
the frozen north of Canada. It may also be that with revolutions 
in technology, for instance the treatment of sea water, the Austra- 
lian continent of the future will acquire a potentiality undreamed 
of by those who first came to explore and occupy. But in historical 
terms it is clear that the resources of the United States in well- 
watered land and natural productivity have bestowed favors upon 
the American people which Australians can only envy. The Mur- 
ray River system is no substitute for the Mississippi; there is 
nothing like the Great Lakes of the north; there is no inland 
Chicago. Australians, it has often been said, live on the rim of a 
saucer, though the rim is broad, much of the coastal strip is rich, 
and there is valuable land well beyond the rim. The seemingly 
unalterable facts of economic geography largely conditioned the 
character of settlement and development within the two coun- 
tries. The gold rushes apart, there is nothing in Australian history 
equivalent to the wagon trains of settlers moving westward; in 
their place were the pastoralists, the squatter-explorers with 
their accompanying hands, avidly seeking new pastures. The in- 
ability of the Australian outback to support large numbers of small 
farmers created a frontier which was profoundly different from 
that of the United States. Here the big man was king. In the 
course of time some of his preserves were unlocked where these 
seemed suitable for farming, a thin occupation spread across the 
land, and in strategic centers country towns arose for economic or 
service or administrative reasons, or more often as a combination 
of all three. 

This lightly spread occupation created its own problems since 
communications were essential—roads, bridges, and railways—to 
bring in supplies and take out the products of the pastoral indus- 
tries to the coastal city markets and to the ports. Prosperity too 
brought a demand for amenities and for some of the adjuncts of 
civilization, whether material, cultural, or spiritual. Yet the ab- 
sence of extensive population made the expenditure of large-scale 
capital by private enterprise in such fields as railway construction 
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uninviting. This lack of attraction to the private investor was in 
part responsible for the Australian belief that it was the duty of 
the state to provide fundamental services and amenities. Eco- 
nomic conditions therefore reinforced the tradition of central 
paternalism which had existed from the time of the foundation of 
the Australian colonies. 

The process of settlement in Australia produced a curious 
amalgam of qualities and attitudes. The outback bred among its 
pioneer settlers both individualism and collectivism.® It called for 
a personal initiative and resource, without which one did not 
survive, in coping with drought and fire in a harsh and inhospita- 
ble land; but the Australian frontier also instilled a mateship, a 
habit of assisting one another in adversity, and of celebrating 
together whatever good luck came their way. Yet it would be a 
mistake to believe that the values of the Australian society were 
wholly or even predominantly derived from the bush and the 
outback. There was a determination to survive in the early Aus- 
tralian cities which produced a resourcefulness like that often 
associated with the London Cockney. With the beginnings of 
democracy and the obtaining of self-government it was natural 
that the underprivileged would demand from the state not only a 
measure of protection in the industrial struggle but a greater 
spread of wealth and the provision of a range of social services. In 
combination this rural-urban habit of looking to the state for both 
intervention in an uneven struggle and economic activity in areas 
where private enterprise was disinclined to venture, determined 
that the role of government in Australia should be much more 
activist than in the United States. The protection of the weak, the 
attempt to replace industrial war by legal regulation, the intro- 
duction of a range of social services, and the organization by the 
state of transport and other major public utilities had gone far in 
Australia at least two generations before Roosevelt began his 
major experiments with national welfare measures, the regulation 
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of banks and railways, and the establishment of the Tennessee 
Valley Authority.” 

In this context a distinction must be drawn between the rela- 
tive strengths and weaknesses of local government in the two 
societies. In Australia the central authority, whether the colonial 
government or later the state or federal government, has been at 
least until recently all or nearly all. Services were to be provided 
in most matters of significance by the central and not the local 
body, and the caliber of local personnel and the limited powers 
intrusted to local bodies made this appear unavoidable, as indeed 
it may well have been because of the thin dispersion of popula- 
tion outside the capital cities. The states, and later the Common- 
wealth, took full advantage of these conditions and spread their 
network of governmental departments and agencies throughout 
the region or the nation as a whole. The provision of public 
education, to take but one example, was conducted not by local 
authorities but by a state department organized within and oper- 
ating from the state capital. 

In this catalogue of dissimilarities the differing origins of the 
two countries assume a by no means negligible importance. Many 
of the early American settlers were in one sense escaping from 
conditions which they found intolerable, but they were also ac- 
tively seeking a new freedom and a greater economic opportu- 
nity. But the decision to stay or to go was largely voluntary. The 
founders of the New South Wales settlement, whether the govy- 
erned or the governing, were not there by choice. The convicts 
were men and women who left their country for their country’s 
good, and for most government officials and the soldiery New 
South Wales was an unwelcome assignment. Despite the signifi- 
cant differences among the American colonies, it remains true 
that many colonists were conditioned in the responsibility of — 
decision-making by their church practice, by the town meetings, 
and by the representative institutions of the colony. Likenesses 


10. There was, of course, federal legislation to curb combines, such as the 
Sherman Anti-Trust Act (1890) and the Clayton Anti-Trust Act (1914). In the 
states before World War I there was limited legislation to prohibit child labor, to 
regulate the conditions of work for women, to establish systems of accident 
compensation, and to provide for careful inspection of factories and mines. 
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between the two societies grew with the flow of free immigrants 
to Australia from the 1830’s and 1840’s on and with the establish- 
ment of first limited and then more widely representative coun- 
cils and assemblies. The paternalism of early colonial government 
in Australia left its mark, though it was submerged by the outlook 
of the often radical free settlers and by the demand of the colo- 
nists to control and build the new society amid conditions utterly 
different from those in Britain. 

Despite the convict origins of Australia—though there were, of 
course, convicts in the American colonies—one marked distinc- 
tion between the two societies has been in terms of violence. Of 
the two, the Australian society has been much more law-abiding, 
much less prone to violent action by either individuals or groups. 
No Australian prime minister or premier has ever fallen victim to 
an assassin (though there was an attempt on the life of a leader of 
the opposition ). In contrast five American presidents were killed 
in this way, and there have been many attempts upon their 
persons. There is no Australian equivalent of either the myth of 
the West or the actualities of western lawlessness. Australian 
bushrangers there were, at the time of gold and after, but they 
were few in number and insignificant in their impact on the life of 
the community. There were some riots on the goldfields in reac- 
tion to the large-scale Chinese presence, notably the rioting at 
Buckland River and Lambing Flat, but the riots were easily 
quelled and the solution to Chinese migration was found in legis- 
lation and not in violence.” Finally, there is nothing even re- 
motely equivalent to the American Civil War with its reflection of 
deep divisions within the union. The most that Australia can 
point to is the deposition of Governor Bligh in 1808, the episode 
of the Eureka Stockade, and the Western Australian vote for 
secession in 1933, which was in actuality a lever to prize conces- 
sions from the Commonwealth government rather than a genuine 
bid for independence. This absence of deep-seated division 
within the Australian society reflects not only the lack of issues 
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about which men could feel passionately enough to fight but also 
the essential homogeneity of the Australian society which in this 
respect stands in sharp contrast to the United States with its 
regional and sectional differences. 

There were few pilgrims among the unwilling founders of the 
Australian society. There was little or nothing akin to the enthusi- 
asm of Puritanism in its purposeful years. The Protestant ascend- 
ancy was never in doubt, and in the form of Anglicanism it was 
given official support and social status by the New South Wales 
colonial establishment. In many respects the Church of England 
has been regarded as an established church though without the 
title and without governmental nominations to senior appoint- 
ments. Apart from an enthusiastic minority, Protestantism has 
enjoyed nominal majority support; the want of enthusiasm in the 
religious sense of the word may be explained to some extent by 
the fact that the Australian society took shape in the last quarter 
of the nineteenth century, a period in which the dogmas of the 
church were under attack, skepticism, rationalism, and secular 
views of life were coming to the fore, and idealism tended to be 
translated into social and political rather than religious move- 
ments. Nominalism and apathy, though combined with a broad 
acceptance of and support for the Christian ethic, were not un- 
characteristic of Australian attitudes toward religion outside the 
Catholic church. That church was originally viewed with suspi- 
cion and dislike, and it found its strength among the Irish 
immigrants and subsequently the southern Europeans who repre- 
sented by and large the poorer and less educated sections of the 
community. In later years that suspicion has either died away or 
been moderated, and many of its adherents have advanced in 
affluence, social status, and levels of education. It has therefore — 
come to be looked upon as an accepted institution and an integral — 
part of the Australian society. 

In this respect there is an important parallel with the American 
situation which can be effectively illustrated by the long antago- — 
nism to Catholic candidates seeking high office. Changing atti- 
tudes are well exemplified by the overwhelming defeat in the 
presidential election of 1928 of the Democratic candidate, Alfred — 
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E. Smith, whose political prospects were undoubtedly damaged 
by his being a Catholic, and by the subsequent success of John F. 
Kennedy, though, of course, his election was not simply due to a 
modification in public attitudes about religion. Protestant funda- 
mentalism, though certainly present in Australia, has never 
reached the proportions it acquired in the United States and 
there is no easily identifiable Bible belt in the Australian conti- 
nent. There has been nothing in Australia remotely resembling 
the 1925 Scopes trial, sometimes called “the Tennessee evolution 
trial,” which became not so much an indictment of Scopes as of 
fundamentalist thought in the United States. 

These somewhat disparate comparisons, of similarity and dif- 
ference, must be subject to important qualifications. Societies 
change character with the passage of time, and each period pos- 
sesses its essential structure and ethos which the gathering forces 
of change are slowly, and occasionally rapidly, converting into 
another type of society, which retains important but subtly modi- 
fied elements from the past combined with new and distinctive 
characteristics. In the case of the United States comparison be- 
comes especially difficult because of the hugeness, the complex- 
ity, and the often intense sectionalism of the society. What may 
seem to the observer true or typical of one area or one segment of 
a society may be far less representative of another. In a sense this 
essay reflects not only the inherent difficulties of the problem, 
especially when treated in so small a compass, but also the lim- 
ited stage to which such comparative studies have advanced. 

The American union came into being in 1789, the Australian 
federation in 1901, with populations which were curiously similar 
in size (Australia, 3,773,801; the United States, 3,929,214). The 
difference in time of more than a century—and it was a century 
of great social, political, and especially industrial change—was to 
produce significant divergences in the political theories to which 
men gave allegiance and in the political institutions in which 
they sought to embody those theories. The doctrines of Locke 
and of Montesquieu, which so profoundly influenced American 
political thought in the eighteenth century, had lost much of 
their appeal by the time the framers of the Australian Constitu- 
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tion carried out their work in the 18g0’s. The concepts of laissez 
faire, of minimum government, of the non-interventionist state, 
were falling into discard, and few Australians were prepared 
to accept in full Montesquieu’s theory of a separation of powers 
as a necessary guarantee against despotism. The Australian fed- 
eration was born in an industrial age, and it bears at least some 
mark of the time of its birth, as, for instance, in the clause upon 
industrial arbitration. What the Australians wanted, so far as it 
was compatible with the retention of wide-ranging powers for 
the states, was a government of authority and a government of 
efficiency and one capable also of enhancing Australian security. 

Finally, there is the most obvious of all differences, the enor- 
mous contemporary disproportion between the two societies in 
power, population,” and productivity. The American society rep- 
resents the dominant civilization of our time; the future of the 
Australian society is uncertain with its small population and its 
proximity to Asia. It possesses resources, vigor, and confidence. If 
security can be guaranteed for fifty years it may well become a 
significant civilization in its own right, one capable of beneficent 
contributions to the stability and prosperity of Asia and Southeast 
Asia and to mutual appreciation and understanding between East 
and West. 


Relations with Britain 


Perhaps the not least important reason for the different lines of 
development which each society took may be found in the char- 
acter of the association with the United Kingdom. The American 
union was born out of revolution and war, whereas the Australian 
federation was one consummation of the British nineteenth- 
century policy of conferring stage by stage an increasing measure 
of self-government upon colonial societies of European origin. 
These two sets of circumstances produced profound differences. 
The British learned, slowly and with difficulty, from their Ameri- 
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can and Canadian experiences that the logic of a mutually advan- 
tageous continuing association lay in concession, in a generous 
devolution of power, and ultimately in an active stimulation of 
national unity and of independently expressed national policy. 
There is nothing corresponding in Australian experience to the 
tradition of the “bullying redcoat,” unless the dislike of the con- 
victs for the soldiery be so regarded, or to the violent emotional 
antagonism to all things British of Colonel McCormick and his 
newspaper, the Chicago Tribune, in the 1930's. Such attitudes 
were for long sedulously cultivated in the American school texts 
and some mass media and only vanished with the startling de- 
cline in British influence and power. That decline has also had 
profound implications for Australia. When combined with the 
growing strength and national self-confidence of the Australian 
community and the obvious ascendancy of the United States, not 
least in the Pacific area, it has inevitably weakened the links of 
Australian-British association. 

But the early governing group in New South Wales, largely 
because it consisted of civilian and military officials, had no great 
liking for the recently established American republic and viewed 
with scant sympathy the incursion into Australian waters of 
American traders, sealers, and adventurers, apart from the occa- 
sional relief afforded by the arrival of an American vessel with 
much-needed stores. That dislike was only reinforced by the war 
of 1812 and the activities of the raider Essex in the Pacific. If 
there was little enthusiasm among the early settlers either for the 
United States or for American nationals, that did not mean that 
there was any particular love for the governing establishment in 
the Australian colonies or for the British authorities at home. The 
deposition of Governor Bligh, the long struggle between the 
squatters and the governors, and the agitation of the small group 
of liberals for a greater measure of self-government and for the 
exercise of what they regarded as traditional British rights were 
all pointers to the fact that there was forming among colonial 
Australians a resolution (insofar as this is possible) to control the 
determination of the direction of events within Australia. 

In the second half of the nineteenth century and beyond there 
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were minority expressions of republicanism and, more important 
and more widespread, a vague anti-British sentiment com- 
pounded of irritation from the exercise of British reserve powers, 
a developing national sentiment, a dislike of British imperialism, 
and a suspicion that the Australian economy was exploited for 
British ends and Australian interests subordinated to those of the 
United Kingdom. Yet these attitudes were offset and indeed often 
ran parallel with a remarkable pride in being British, in belonging 
to the great imperial structure of which Britain was the head. 
There was in fact a good deal of loose racial sentiment, especially 
in the last quarter of the nineteenth century, which spilled over 
to embrace the United States and Germany. The Anglo-Saxon 
theme emerges in much public and private writing about this 
time.” The logic of world destiny seemed clear to many Austra- 
lians of the day. It lay with the Anglo-Saxons and the evidence 
was obvious. The British had created the greatest empire known 
to history. The Germans were acquiring a position of economic 
and military dominance in Europe and were thrusting out with 
their industrial might to capture many of the markets of the 
world. The young giant, the United States, was displaying an 
amazing growth, and with its democratic strength and educa- 
tional performance was obviously destined to be one of the great 
powers of the future. Australia too could be fitted into this pat- 
tern since it was seen by many as a younger United States which 
in the fulness of time would exert its influence along with the 
other Anglo-Saxon powers. 

More significant than these emotional and unscientific attitudes 
was the hardheaded recognition that the benefits which associa- 
tion with Britain could confer were too great to be ignored. It is 
easy to forget today how immense British prestige and British 
power seemed, and were, in the nineteenth century and the 
earlier part of the twentieth. Australian development required 
British investment. Australian products could best be sold in the 
expanding British market. British diplomacy and standing in the 
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world were required to support, promote, and defend Australian 
policies in the Pacific as well as those which affected nations 
elsewhere. Above all, Australian domestic concentration, and per- 
haps Australian security as well, were dependent upon British 
diplomacy and the unchallengeable strength of the British Navy. 
This overall concept of developing strength within the framework 
of the British association fitted in well enough with certain pat- 
terns of Australian thought and indeed with Australian interests 
as then conceived. 


Australia and the Southwest Pacific 


If the United States developed its Monroe Doctrine in an 
attempt to prevent European intrusion into the American hemi- 
sphere, Australians too endeavored to create an area in the South- 
west Pacific in which British, Australian, and New Zealand influ- 
ence would be dominant. This concept developed surprisingly 
early, for the basic outlines of an Australian attitude toward the 
Pacific may be found in an article in the Sydney Gazette in 1827. 
The approach embodied two propositions which were to become 
the twin arms of Australian policy for almost a century: the 
dislike, perhaps fear, of foreign powers’ becoming entrenched in 
islands proximate to Australia, and the belief that the Southwest 
Pacific was destined to be a preserve of the British peoples. 
Britain’s “influence amongst those islands in the immediate neigh- 
bourhood of an empire like that of Australia, to which she has 
given birth” should be not only preserved but expanded. There 
should be no foreign encroachment upon “the innumerable isles 
that bespeck that ocean of which Australia is destined to hold the 
imperial sway.” What is particularly relevant here is the degree of 
concentration upon the dangers of American expansion which 
was viewed as a challenge to the influence of Great Britain. There 
was reference to United States activity in the Sandwich and 
Society Islands, where a fort had been erected and Captain 
Catesby Jones of the United States Navy was attempting to nego- 
tiate the establishment of a consulate. This belief in an Australian 
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manifest destiny in the Southwest Pacific endured throughout the 
nineteenth century. It emerged clearly for instance in the state- 
ment by the Australian, E. S$. Smith, made in Fiji in 1871: “We 
shall gradually extend our dominion over the countless islands, 
whose useless luxuriance is awaiting the advent of our race, to be 
converted into beneficial fertility, and whose savage inhabitants 
we shall teach the divine religion of work.“ In more limited 
forms it was given expression by Alfred Deakin at the 1907 Impe- 
rial Conference over the question of the New Hebrides, and again 
toward the close of World War II and after in the Anzac Pact and 
the South Pacific Commission, though in the case of the Anzac 
Pact the primary emphasis had shifted from the Southwest Pacific 
to the island groups lying near the north of Australia. 

As the nineteenth century developed, so did Australia’s inter- 
ests in Oceania. These were primarily concerned with four main 
areas. Australians were active in island trade and shipping com- 
munications, notably such firms as Carpenters and Burns Philp, 
while the Colonial Sugar Refining Company was investing heavy- 
ily in the sugar industry in Fiji. There was a promotion of mis- 
sionary work, as the Australian churches became more directly 
involved through a transfer of responsibility from the home 
churches in Britain and through their own efforts. Australia too 
had a major interest in the preservation of law and order in what 
had become before annexation by European powers something of 
a no man’s land. Lastly, there was the question of security, which 
was in fact the overriding consideration. In seeking to protect or 
expand its interests in the Pacific Australia was at a decided 
disadvantage. Whereas the United States possessed its own inter- 
national personality and could act directly as a sovereign state, 
Australia had no international standing and could only operate 
indirectly through the United Kingdom. This made the British 
connection essential to Australia but it also entailed difficulties. 
Not only did the Australian authorities have to persuade the 
British government that it should act on Australian advice and — 
assume greater responsibilities in the Pacific, which it was often 
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reluctant to do, but they also had to recognize that British deci- 
sions would be governed by overall international considerations 
rather than by Australian regional interests. 

This divergence of attitude produced disagreement, and at 
times acrimonious dispute; the Australians complained that their 
interests were often neglected and that the British preserve in the 
Pacific was being eroded by the United Kingdom’s failure to act, 
while the British retorted that the Australians did not appreciate 
the degree of cost and responsibility which was involved when 
a general interest was translated into a specific responsibility 
through annexation. The Australian desire for an exclusive pre- 
serve, together with the more restricted British desire to defend 
its legitimate interests, inevitably involved some clash with Ameri- 
can ambitions, and more importantly, with specific United States 
commercial and communications interests in the Pacific. The 
American concern, it is true, was with Britain and not with Aus- 
tralia, whose influence internationally was negligible. United 
States naval captains, in the second half of the nineteenth century 
—Commodore Perry is a good example—undoubtedly regarded 
the British as rivals; they were anxious to forestall the British and 
so promote American influence by securing an effective chain of 
island coaling stations and perhaps, less certainly, American is- 
land possessions as well. 

This potential competition for influence in Oceania was condi- 
tioned by two factors. The first was that United States concern 
and concentration were primarily directed toward the Northern 
Pacific, whereas the attention of Australia and New Zealand— 
and they were often instigators of British policy—was concen- 
trated more upon the southwestern parts of the ocean. The sec- 
ond was the increasing British desire from the last quarter of the 
nineteenth century to avoid collision with a country which was 
growing in strength and with whom there was so much in com- 
mon. This attitude, which was reflected in Australia and New 
Zealand, dictated British policy toward the Hawaiian question. It 
was stated unofficially in the liberal periodical, the Speaker, 
where it was said in 1893 that the United States “must have 
Hawaii if they want it. . . and we must facilitate their policy in 
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the matter and not obstruct it.””” The Australians, and especially 
the New Zealanders, notably Seddon, were less complacent about 
the prospects of an American influence expanding outward from 
Hawaii. Interestingly enough they still regarded a strong United 
States naval presence in the Pacific as a potential threat to West- 
ern Canada and Australasia. The British were the more farsighted 
in this respect, though it should be added that in 1893, when 
United States annexation of the Hawaiian Islands seemed likely 
and again in July, 1898, when the United States Senate resolved 
in favor of annexation, there was no flurry and, indeed, little 
comment in the Australian press either because it was thought to 
amount to a fait accompli, or because Australian attitudes to an 
American presence in the Pacific had significantly altered. 


Relations with the United States 


That change was certainly taking place even if as yet it was not 
fully consolidated. Australian sympathies were with the United 
States in the Spanish-American War; the annexation of the Philip- 
pines was welcomed as further committing the United States in 
the Pacific-Asian area and, perhaps more emotionally and less 
realistically, as a decision likely to lead to more concerted 
Anglo-American Far Eastern policies. The changing Australian 
attitude, which viewed with increasing favor a strong United 
States presence in the Pacific, was not unrelated to fears of a 
reviving and potentially expansionist Asia and, in particular, to 
the marked growth of Japanese power. The Anglo-Japanese alli- 
ance of 1902 was regarded in Australia, despite some skepticism 
and the hostility of a minority, as a contribution to stability and as 
a reinsurance against any Japanese threat. Nonetheless, the wors- 
ening relations between the United States and Japan after the 
Russo-Japanese War, and as a consequence in part of American 
immigration policies, showed that there were potentialities of 
conflict in the Pacific between Britain’s Asian partner and the 
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United States as a protagonist of the West. The formation of the 
alliance, or rather the failure of the United Kingdom to consult 
with the United States in any meaningful way before its conclu- 
sion, was a commentary upon the distance which would have to 
be traveled before the special relationship between the two coun- 
tries, for which many Australians were hoping, could become a 
reality. Broadly, however, as the century progressed, there was an 
increasing coincidence of Australian and British views toward the 
United States. 

The tumultuous welcome given to the American fleet under 
Admiral Sperry during its Australian visit in 1908 was one symp- 
tom of the Australian desire for a close co-ordination of policy 
with America. The British proceeded more cautiously, but they 
too were intent upon avoiding any fundamental clash with the 
United States and, in the later years of the interwar period, upon 
aligning policy with the United States so far as that was practical. 
Indications of this approach were the United Kingdom’s attempts 
to make plain, by interpretation and by actual modification of the 
terms of the alliance with Japan, that in no circumstances could 
the treaty be construed to imply the possibility of Britain’s siding 
with Japan in a war with the United States, a position which 
Australians wholeheartedly indorsed. The termination of the 
Anglo-Japanese alliance in 1922, through the substitution for it of 
multilateral treaties emanating from the Washington Conference, 
was yet another indication of the extent to which the United 
Kingdom would attempt to reconcile its own policies with the 
powerfully expressed wishes of the United States. 

With these new trends in the new century the United States 
was coming to be viewed not so much as a competitor whose 
activities were injurious to British-Australian interests, or even as 
a possible antagonist, but as a potential ally whose growing 
strength would provide a contribution to stability in the Pacific 
—and an ally moreover with whom there was a broad identity in 
outlook and values. The changing attitude of both the United 
Kingdom and Australia certainly coincided with the necessities of 
the Australian international position. The relationship with the 
United Kingdom remained firm, but it was becoming ever more 
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obvious that the cornerstone of Australian policy would be the 
reconciliation of British and United States interests and policies. 
There was, however, one major obstacle which Australian policy 
was unable to overcome in the interwar period. The strength of 
American isolationism, and the persistent refusal of the United 
States to enter into specific regional security arrangements in the 
Pacific, meant not only that Australian proposals for a Pacific pact 
evoked no response from the United States but that Australia 
could not count upon United States involvement if its security 
were threatened. Until the Second World War, given its own lack 
of strength, Australia was therefore left with little choice but to 
rely upon the traditional British and Commonwealth connection. 
A greater effort could no doubt have been made by way of 
military self-preparedness, and a more mature diplomacy would 
have sought to eliminate such irritations to good relations with 
the United States as the trade diversion policy, but in essence, in 
the absence of American commitment, Australia had to depend 
on Britain. 


British Influences 


The continuing association between Britain and Australia had 
had important consequences which had tended to differentiate 
development in Australia more sharply from that in the United 
States."* English institutions, forms of law, and political proce- 
dures became more deeply embedded in Australia than in Amer- 
ica. It was the parliamentary system rather than the presidential, 
with its emphasis upon responsible government and upon an 
executive drawn from the legislature, which became the accepted 
pattern in Australia, and by the time of federation this was too 
strongly entrenched to be cast aside. Federalism, it was agreed, 
there must be, and a form of federalism which owed much to 
American experience.” But for the Australians, as for Canadians 
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earlier, a central problem was how to reconcile the federal form 
with the retention of the British system of ministerial responsibil- 
ity. In the outcome they attempted the experiment of marrying 
the two, with some curious consequences as any comparison of 
the relative authority of the two senates makes plain. 

Culturally and educationally, Australian development owed 
more to Britain than was the case in the United States where the 
large non-British European migration inevitably influenced and 
diversified American approaches. To take one instance: in the 
United States university procedures, especially at the postgradu- 
ate level, were strongly influenced by German example, whereas 
in Australia the pattern followed was Scottish and to a lesser 
extent English. Both, it is true, in the nineteenth century and 
beyond felt uncertainty about their standards and levels of per- 
formance, and were anxious for the sanction of approval from 
Britain or Europe. Both witnessed well into the twentieth century 
the phenomenon of expatriate writers and artists residing for long 
periods in London and Paris. Until about 1900 Australia was a 
cultural appendage of the United Kingdom, but by the turn of 
the century, with the growth in the sense of national identity and 
the confidence which accompanied it, native forms of art and 
literature were making their own distinctive contribution. In the 
succeeding years the Australian performance was to reach an 
astonishingly high standard, notably in poetry and the novel, in 
scholarly writing and in painting, a performance which, while 
often uniquely Australian in viewpoint and expression, repre- 
sented a contribution in more universal terms. The United States, 
as was to be expected, had shed its sense of inferiority, acquired 
its own standards, and by the 1930's, if not before, had become 
the most generative and experimental literary center in the Eng- 
lish-speaking world. 

Demographically, the maintenance of the British connection 
had profound effects upon the composition of the Australian 
society. Until the period after World War II Australians had been 
able to speak, somewhat unscientifically, of being 98 per cent 
British. There had been intrusions of permanent significance from 
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elsewhere, apart from the German migration to South Australia 
from 1838 and to Queensland from 1852, and that of the Italians 
in the interwar period, especially to the Queensland canefields. 
This position stands in notable contrast with the European racial 
mixture which had transformed the American society in the sec- 
ond half of the nineteenth century. The greater admixture of 
European settlers in the postwar Australian migration pattern is 
now tending to reduce the demographic divergences between the 
two societies. Beyond this, there is the fundamental difference 
arising from the presence of a large Negro population in the 
United States and the absence in Australia of any significant 
percentage of residents of non-European origin. 

At various points of time Australia might well have similarly 
acquired important non-European minorities. In the fifties in Vic- 
toria and again in the seventies in Queensland the Chinese migra- 
tion to the goldfields was substantial if impermanent, but the 
adoption of exclusion measures made certain that the Chinese 


would not become a significant ingredient in the Australian so- 


ciety. More important and more akin to the Negro entry to Amer- 


ica was the possibility of permanent settlement by the South Sea 
Islanders, the Kanakas, who were introduced to work on the 


Queensland sugar plantations between 1862 and 1904. Admit- 


tedly there was an obligation to repatriate the Kanakas after a 


certain period, but many would undoubtedly have remained had 
the practice of their recruitment continued. What was conclusive 
was the decision by the Australian people as a whole to eliminate 
colored labor from the sugar industry by substituting European 
workmen at the cost of heavy subsidization. In the event there- 
fore the Australian population is overwhelmingly European and 
predominantly of British origin; but in recent years liberalization 


of entry has brought many temporary Asian residents, and modi- — 


fication of the naturalization regulations has enabled a substantial 
number of Asians (826 in 1959-60 as compared with 17 in 


| 
: 
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1956-57) to acquire citizenship. One point should be added. The — 


United States is itself becoming a minor source of migration to 
Australia, and the trickle of the early sixties had become by — 
1965-66 a tiny stream of 2,439, of whom 1,201 were assisted | 
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migrants. If recent predictions by Chicago demographers that 
the United States may expect an enormous growth in population 
prove correct, or, indeed, only partially correct, it is more than 
likely that the United States will one day become the most impor- 
tant single source of migration to Australia. 

While the impact of British influence upon Australia should not 
be minimized, it is equally important to recognize that the British 
after settling in Australia were themselves molded by an environ- 
ment essentially different from that of the United Kingdom. Their 
attitudes, and the institutions which they had attempted to trans- 
plant, were both significantly modified. Not only did they acquire 
a set of distinct interests, but their reactions, domestically and 
externally, were also a response to a differing set of stimuli. Along 
with Americans, Australians possessed an ever present and con- 
scious sense of an enlarged social opportunity to be grasped. The 
vision of a new society, devoid of the personal limitations and the 
social injustices of the Europe from which they had come, be- 
longed to both. Each spoke the language of equality, each fa- 
vored a more fluid society, and each believed that the test of 
social goodness lay in the degree of opportunity conferred upon 
the individual. 

Yet there were important differences in the definition given to 
these values by each society. The Australians were far more 
conscious of, or at any rate far more attentive to, the dangers of 
unbridled individualism to other individuals and to the commu- 
nity at large. Equality in its American sense could be defined in 
the original terms of the French Revolution as the career open to 
talent, which meant in turn that the man who took advantage of 
his opportunity and acquired status and wealth had not only 
justified himself but had demonstrated his social worth. Success, 
and especially material success, therefore came to be equated, as 
in the twenties, with moral good. The consequences of private 
initiative, of rugged individualism, as revealed in the United 
States, seemed altogether too rugged to many Australians. They 
remained unconvinced by American experience and preferred to 
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adopt a different attitude. Australians began with the proposition 
that men were unequally equipped for the contest, in talent, in 
home background, in education, and in material comfort; if 
equality were to be achieved those with advantages must be 
handicapped in the race to insure that no one would fall too far 
behind. The handicaps were not to be excessive; but neither was 
the adulation for the successful. Australians were more interested 
until recently in how the majority fared, though since the war 
there are many signs that this older attitude is losing its appeal, 
partly because of a growth in materialism but more importantly 
because of an increasing recognition that quality in all fields has 
become essential to Australia in a highly competitive world. 


American Influences 


Even if the British impact upon the Australian society has 
obviously been, until very recently, more important than the 
American, it would be a mistake to think that American influence 
has been insignificant. The influence, exercised both positively 
and negatively, has taken many different forms, and in particular 
periods has been of undeniable moment. This is evident in a 
number of fields. Put in the briefest terms, there has been the 
impact of American invention, industrial and business practices, 
American craftsmanship and technology, and scientific experi- 
mentation. The first marked contribution in these areas came with 
the Australian gold rushes, when several American firms estab- 


lished branches and individual Americans, often with profes- — 
sional qualifications, pioneered development by applying skills — 


and techniques learned in the United States.** Communications 
provides one of the more notable instances. Samuel McGowan 


was responsible for the first magnetic telegraph line between 


Melbourne and Geelong; an American, appropriately named 
Train, was involved in promoting the Sandridge railway; and 
Cobb and Company became a tradition through their regular 
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inland coach services, originally operating to the goldfields. 
American manufacturing methods were introduced, at times 
under American supervision, and at later dates American exper- 
tise was applied to the establishment of industries such as to- 
bacco. 

These beginnings during the gold era in borrowing from Amer- 
ican example, or in benefiting from American experimentation, or 
in utilizing American experts, were indicative of the future; the 
American contribution has remained a constant factor in Austra- 
lian primary and industrial expansion. On occasion the necessity 
of circumstances did prove the mother of invention, and Austra- 
lians were at least as ingenious as Americans in developing farm 
machinery and in experimenting in dry farming techniques, 
though they have also learned much from American experience in 
these same areas and perhaps not least in combating soil erosion. 
In irrigation, which as a practice is as old as civilization itself, 
Australians turned primarily to the western United States for 
instruction. It was no accident that Alfred Deakin, at the time 
chairman of a royal commission on water supply, should have 
visited California in 1884, or that the commission’s first prelimi- 
nary report should have been a paper on irrigation in western 
America.” American influence, though not an exclusive one, has 
continued to be important in irrigation. 

The United States has also been significant as a source of social 
and political ideas, especially in the period between 1890 and 
1920. The works of Gronlund, Bellamy, and Henry George were 
widely read and discussed in radical and labor circles; American 
thinking on federalism, and American experience of its operation, 
were sifted at the time of the Australian Convention debates, and 
American organizations, such as the Knights of Labor and the 
Chicago-based IWW, exercised a substantial if temporary influ- 
ence upon the Australian labor movement. 

The broad impact of American culture upon Australia in the 
twentieth century is difficult to measure because, apart from 
quite specific areas where it can be authenticated, it is intangible. 
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There is no doubting its significance, whether at the level of 
serious literature and scholarship, or at the more popular level of 
the magazine, vaudeville and the theater, radio, television, rec- 
ords, and films. Its influence is also pervasive in advertising, in 
fashions, especially casual clothes, and in social customs of which 
the barbecue is an obvious example. But with due allowance for 
the advantage conferred by a common language, it is more than 
doubtful whether the American cultural influence, especially at 
the popular level, is any more pronounced than in western Euro- 
pean countries or in Japan or the Philippines. 

In specific areas the impact is more measurable. In education 
the disciples of Dewey have been not without effect, though the ~ 
centralized state systems of public education have been obstacles — 
to the introduction of many American ideas, and in some in- © 
stances fortunately so. In university education, especially since 
the war, the attraction of the greater American universities has 
grown steadily as an ever increasing number of Australian post- 
graduate students have moved to the United States for advanced 
work, notably in the sciences, but also importantly in the social 
sciences. The advice of American experts has been increasingly | 
sought in such fields as tertiary education and libraries. A notable 
recent example in the tertiary field is the invitation by the Com- 
monwealth government, on the advice of the Commonwealth Ad- 
visory Committee on Advanced Education, to Professor James D. 
MacConnell to bring a team of experts to assist in the planning ~ 
of the new Tasmanian College of Advanced Education and : 
advise other relevant state bodies on the preplanning of future 
buildings for such colleges. 

Australian libraries have perhaps benefited from American ex-— 
pertise as much as if not more than any other single area. In 1934 
Ralph Munn, in association with an Australian librarian, Ernest 
Pitt, conducted a major survey of Australian library services. 
These services, with one or two notable exceptions, were back 
ward, to say the least, and the publication of the Munn-Pitt 
Report became the starting point for a much more vigorous devel- 
opment. Since Munn there has been regular resort to American 
experts. In 1954, Dr. T. R. Schellenberg, ‘under the sponsorship of 
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the Commonwealth National Library, gave important advice 
upon archival organization in the Commonwealth and states. 
Four years later Dr. Keyes Metcalf made available his immense 
experience, which subsequently was of benefit to the University 
of Sydney and to the Commonwealth government in the building 
of the new National Library at Canberra. In 1961 Professor 
Maurice Tauber, sponsored by the Australian Advisory Council 
on Bibliographical Services, reported upon the resources of Aus- 
tralian libraries. There is every indication that this kind of con- 
sultation will continue. 

Trade, public borrowing, and investment are yet other areas in 
which the American contribution has been measurably important. 
The trade connection, apart from one or two gaps, for example 
the 1812 war between Britain and the United States, has been 
continuous almost from the time of the establishment of the first 
settlement in New South Wales. The largely speculative trading 
of the very early years became a vigorous and profitable enter- 
prise during the gold rushes and in the modern period has ac- 
quired major dimensions, with the United States becoming the 
second largest supplier of imports to Australia (23.9 per cent in 
1965-66) and providing the third largest market for Australian 
exports (12.4 per cent in 1965-66 ).” 

The great problem in American-Australian trade relations has 
been that of imbalance. Throughout the whole history of trading 
between the two countries there has been only one short period, 
at the time of the gold rushes to California, when Australia had a 
favorable balance. The normal position has been that the United 
States has possessed a valuable and expanding market in Aus- 
tralia for manufactured goods and for other items, such as to- 
bacco and films, while Australia has been unable to build its 
market in the United States to any comparable extent because its 
staple exports, especially in primary products, have been com- 
modities which the United States itself produced in quantity. 
This imbalance has at various times been a cause of major con- 
cern to Australian governments because of the drain on overseas 
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reserves, and in at least one instance, in the thirties, was responsi- 
ble for what amounted to a trade war between the two countries. 

In the twenties Australian governments and public utilities 
began to look to the United States for a percentage of their loan 
money requirements. Queensland began the trend, but in 1925 
the Commonwealth itself became a borrower, and by 1937, of a 
total Commonwealth and state external indebtedness of $A. 1,471 
million, no less than $A. 112.4 million had been borrowed in New 
York.” The American money market has remained an important 
source for governmental and semi-governmental borrowing since 
World War II, with from 1955 on the totals climbing steadily, if 
not spectacularly, to the high point of $A. 385.2 million in 1966. It — 
is true that the United Kingdom remained throughout the fifties 
and sixties a much more important source for external borrowing 
by public bodies, but the relative significance of the United King- 
dom began to decline in the sixties. Overall the position has been 
that between 1951 and 1958 loans in the United States repre- 
sented between one-sixth and one-fifth of those raised in the 
United Kingdom; by 1959 the amount was approaching one- 
quarter, by 1963 it was more than one-third, and by 1966 was 
approaching one-half ($A. 385.2 million for the United States, as 
against $A. 836.8 million for the United Kingdom). 

The American investment in Australia before the war had be- 
come sizable, being estimated by Werner Levi at $U.S. 500 
million. In the postwar period, especially the fifties and sixties, 
American capital has been second only to that from Britain in the 
level of annual inflow; what is more, it has been increasing more 
rapidly than investment from the United Kingdom and 1964 was 
running at virtually the same figure. The significance of American 
investment has been well brought out by Donald J. Brash in his 
recent study, American Investment in Australian Industry. 


Not only has American capital become more important to Australia: 
Australia has also become relatively more important as a field of 
investment for American capital in the years since 1945. Between 1950 
and 1962, total direct American investment abroad expanded by 216 
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per cent. The value of American direct investment in Australia, how- 
ever, expanded by 446 per cent during that period (U. S. Dept. of 
Commerce 1964: 10). 


The invasion of American capital in recent years, while welcomed 
by the government, has brought forth criticism from the Labor 
party and caused some misgivings within the community. The 
government position is that capital is essential for development, 
and that this inevitably involves a degree of penetration of the 
economy by American financial interests. The Labor view is that, 
while capital is necessary, greater care should be exercised to 
insure Australian participation and prevent the kind of domina- 
tion of the economy by American finance that has occurred in 
Canada. There is also some concern about the direction of Ameri- 
can investment, and particularly about the take-over of existing 
Australian firms and the acquisition of huge land holdings. 

More nebulous in its impact, but not on that account unimpor- 
tant, has been the admiration felt by many Australians for the 
United States, coupled with the expectation, against some of the 
evidence, that Australia in the fulness of time would become 
another United States. This feeling was certainly prevalent in the 
last quarter of the nineteenth century and the earlier part of the 
twentieth and was reinforced by appreciation of the massive 
American wartime assistance which guaranteed the security of 
the Australian mainland against Japanese assault. There are, how- 
ever, two qualifications to make: The first is that this admiration 
may somewhat have waned, with growing evidence of the almost 
insoluble racial problem, with an awareness of the existence of 
large segments of poverty, and with the opposition of many Aus- 
tralians, though certainly not a majority according to a recent 
public opinion poll, to American policy in Vietnam. The second 
qualification is that Australians do not wish simply to imitate or 
repeat the pattern of the American society any more than they 
wish to make Australia a replica of the United Kingdom. What 
they do desire, while drawing the best from both worlds, is to 
establish a society which is identifiably their own. 

Finally, in estimating American influence, there is what has 
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become the most important aspect of all, namely the association 
in alliance and the realization by Australians that the security of © 
the continent is bound up with the existence of a special relation- 
ship with the United States. . 

In reverse, as one would expect, the influence of Australia upon | 
the United States has, apart from very special situations such as — 
that of World War II, been marginal. Any influence which may 
have existed is to be found primarily in the following areas: in 
trade and investment, where as indicated above Australia has § 
conferred opportunities; by way of politics, both domestic and — 
international; in soldiering; in the contribution of individuals to | 
science, medicine, and other disciplines; and in sport. Politically — 
there has been an interest in the United States in the Australian — 
federal experience, and not least in some of its more experimental 
forms of organization. Other innovations in the political field have © 
attracted some attention, as may be judged from the recent arti- — 
cle by L. E. Fredman, “The Introduction of the Australian Ballot 
in the United States.” In international politics there have been — 
times when Australian attitudes were not without influence, and — ; 
it is clear that the American authorities respect and welcome the — 
Australian diplomatic assessment of conditions in Asia and South-— 
east Asia and the Australian judgment about them. In soldiering 
there is not only the actual contribution in alliance in two world — 
wars, in Korea, and in Vietnam, but the value of Australian } 
experience and training methods in jungle warfare. The work of 
individuals, such as Elton Mayo, whose clinic became famous, — 
Sister Kenny, notable for her remedial treatment of polio victims, 
and Charles Kingsford Smith who pioneered the Pacific air route _ 
between the two continents, has made a substantial impact. Few 
foreign sportsmen would be better known in the United States 
than the Australians. Davis Cup players, tennis professionals, — 
golfers, athletes like Herb Elliott or Ron Clarke, swimmers such 
as Dawn Fraser, the yachtsman Jock Sturrock, and the motor 
racing driver Jack Brabham, have all, along with many others, 
occupied the headlines in the sporting sections of American news- 
papers. 
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It has been said that American contacts with Australia began 
when settlement began and have continued almost without inter- 
ruption. American traders, sealers, and whalers in the early 
decades were followed by American gold-miners in the mid-nine- 
teenth century; later came American political ideas, especially 
the social concepts of Gronland, Bellamy, and Henry George and 
the theories of American federalists. From about 1900 American 
industrial products began to catch up the British lead in exports 
to Australia. Alliance in world wars and subsequent realization of 
a common interest in the security of the Pacific, and a common 
fear of Japan, made Australians more conscious of the importance 
of good relations with the United States, whose commercial and 
cultural impact had reached a high point by 1939. 


Prospects for American-Australian Relations 


Raymond Esthus has summed up American-Australian rela- 
tions in the interwar period under the title of From Enmity to 
Alliance. While the formal evidence is there to support his belief 
in a mutual enmity in terms of the Hughes-Wilson disputes, the 
criticism of the United States for abandoning the League, for 
reverting to isolationism, for adopting economically irrational pol- 
icies over war debts, and for refusing any concession to Australian 
imports, that evidence can be quite misleading unless it is offset 
by a realization of the broad temper of Australian opinion toward 
the United States. Every Australian spokesman, including 
Hughes, made abundantly plain not only that there was an enor- 
mous fund of good will in Australia toward the United States but 
also that Australians recognized, both in their own interest and in 
terms of international stability, that the closest accord with the 
United States was imperative.” 

26. See W. M. Hughes, in Commonwealth Parliamentary Debates, House of 
Representatives, July 26, 1922, p. 786: 

I am sure I state the opinion of Australia when I say the people have a 
very warm corner in their hearts for America. They see in America today 
what they themselves hope to be in the future. We have a country very 


similar in extent and resource, and it may be laid down as a sine qua non 
that any future Treaty with Japan satisfactory to Australia must specifi- 
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In essence the character of the postwar relationship was set 
during the war itself by Curtin’s celebrated speech of December 
27, 1941: “Without any inhibition of any kind, I make it quite 
clear that Australia looks to America, free from any pangs as to 
our traditional links of kinship with the United Kingdom.” Aus- 
tralian postwar policy has been based on five assumptions: the 
preservation of traditional relationships with the United King- 
dom and the Commonwealth, the building of closer accord with 
the non-Communist countries of Asia, acceptance of the necessity 
for a larger independent Australian initiative, the development of 
a new and special relationship with the United States, not essen- 
tially different in kind from that which had previously existed 
with the United Kingdom, and the endeavor to insure the closest 
possible Anglo-American co-operation. So far as the United States 
is concerned the cornerstone of Australian policy has been the 
ANZUS treaty, which is seen not only as guaranteeing security 
but as providing the machinery whereby consultation can take 
place at the highest level. ANZUS has been buttressed by subse- 
quent engagements in the regional security pact of SEATO, 


where Australia and the United States have expressed largely — 


common judgments about key Asian developments, and in the 


agreement over the United States communications center at — 


Northwest Cape, Western Australia, which places Australia — 


within the framework of the United States nuclear deterrent 


system. The alliances carried Australia into the Vietnam War — 
although, as confrontation and many other forms of political and — 


economic participation have shown, the Australian involvement — 


in Asia is not exclusively due to the relationship with the United 
States. 

With the projected withdrawal of United Kingdom forces east 
of Suez, the alliance with the United States becomes for Australia 
of even more fundamental importance. With such a disproportion 
in power between the two countries, the implications of the 
alliance will require, at least for Australians, the most thoughtful 


cally exclude the possibility of a war with the United States of America. 
In any future treaty we must guard against even the suspicion of hostility 
or unfriendliness to the United States. 
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consideration. Australia does not conceive alliance to mean a total 
sacrifice of independence of judgment or a servile acceptance of 
whatever decisions the United States may make. Its capacity to 
influence those decisions is no doubt small, but in the Australian 
view one role of an ally is to discuss, and if necessary to question, 
policy judgments where the evidence would seem to cast doubt 
upon their validity. 

The contemporary association between the two peoples stands 
on firm ground. The importance of the United States to Australia 
is not in question, but the significance of Australia to the United 
States should not be minimized. The values and aspirations of the 
two societies, while not identical, have much in common. There is 
an ease of communication, of social encounter, which facilitates 
co-operation. But relations in the international sense need to rest 
not only upon good will and shared attitudes but upon more 
hardheaded realities. In this context Australia still has much to 
offer. It represents a market of substance and a safe and profitable 
area of investment. It possesses immense and in many cases unde- 
veloped resources, not least in minerals. It is one of the granaries 
of the world, and potentially even more important than at pres- 
ent. It is a country with a high degree of political and economic 
stability and administrative capacity, all of which are formidable 
assets not simply where investment and development are con- 
cerned but also in the total relationship between allies. Asia is 
likely to remain the focal point of international attention, and in 
these circumstances the Australian potential becomes highly rele- 
vant. Australia is a sensitive barometer between East and West, 
and has the capacity to make contributions of value to the consol- 
idation and growth of important regions in Asia. In this sense its 
very lack of power is an advantage because it can contribute 
Western techniques and institutional experience without encoun- 
tering fear and suspicion from Asian countries. Above all, Austra- 
lians occupy a continental area which is likely to remain secure 
for the foreseeable future. In the balance of world forces these 
solid advantages may prove an incalculable asset, not only to 
Australia itself but also to Europe, to Asian countries such as 
India, and not least to the United States. 
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Appendix 


Recent Writing on Australian-American Comparisons, 
Contacts, and Relations 


For Australian-American relations generally, see Werner Levi, 
American-Australian Relations (Minneapolis, 1947) and Austra- 
lia’s Outlook on Asia (Sydney, 1958); C. Hartley Grattan, The 
South-West Pacific to 1900 (Ann Arbor, 1963); John M. Ward, 
British Policy in the South Pacific, 1766-1893 (Sydney, 1948). 

For Australian-American relations in the period from the first 
settlement in New South Wales to the time of the gold fever in 
Victoria, see Gordon Greenwood, Early American-Australian Re- 
lations (Melbourne, 1944). L. Churchward’s articles on the basis 
of an unpublished thesis cover the whole nineteenth century: 
“Australian-American Relations During the Gold Rush,” Histori- 
cal Studies: Australia and New Zealand, II (1942), 11-24; “Amer- 
icans and Other Foreigners at Eureka,” (Eureka Century Sup- 
plement), ibid. (December, 1954), pp. 43-49; “American Enter- 
prise and the Foundation of the Pacific Mail Service,” ibid., III 
(1947), 217-224; “The American Influence on the Australian La- 
bour Movement,” ibid., V (1952), 258-277. For relations in this 
period in the Pacific area see Merze Tate, “Australasian Interest 
in Commerce and the Sovereignty of Hawaii,” ibid., XI (1965), 
499-512, and J. M. R. Young, “Australia’s Pacific Frontier,” XII 
(1966), 377-388. For the period between the two world wars, see 
J. C. Vinson, The Parchment Peace: The United States Senate 
and the Washington Conference 1921-1922 (Athens, Ga., 1955), 
and R. A. Esthus, From Enmity to Alliance: U. S. Australian 
Relations, 1931-1941 (Melbourne, 1965). 

For the period since World War II, see Paul Hasluck, The 
Government and the People, 1939-42 (2nd ed.; Canberra, 1952); 
Alan Watt, The Evolution of Australian Foreign Policy, 
1938-1965 (Cambridge, 1967); Gordon Greenwood, “Australian 
Foreign Policy,” in Australia in World Affairs 1956-60 (Mel- 
bourne, 1963) and in the forthcoming volume for 1961-65, and 
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“Australia and the United States,” in successive volumes of Aus- 
tralia in World Affairs; Michael Lindsay, “Australia and the 
United States in Asia,” Australian Journal of Politics and History, 
III (1957), 33-45; George Modelski (ed.), Seato: Six Studies 
(Melbourne, 1962); R. N. Rosecrance, Australian Diplomacy and 
Japan 1945-1951 (Melbourne, 1962); J. G. Starke, The Anzus 
Treaty Alliance (Melbourne, 1965). 

For comparative studies of various themes in the histories of 
Australia and the United States, see T. R. Reese, “The Origins of 
Colonial America and New South Wales,” Australian Journal of 
Politics and History, VII (1961), 186-197; Fred Alexander, Mov- 
ing Frontiers: An American Theme and Its Application to Austra- 
lian History (Carlton, Vict., 1947); passages in the Preface of 
Gordon Greenwood and J. R. Laverty, Brisbane 1859-1959 (Syd- 
ney, 1959); H. C. Allen, Bush and Backwoods (Sydney, 1959); 
Norman Harper, “Revision Article—Frontier and Section: A 
Turner “Myth’?” Historical Studies: Australia and New Zealand, V 
(1952), 135-153, and “The Rural and Urban Frontiers,” ibid., X 
(1963), 401-421; Victor Selden Clark, The Labour Movement 
in Australasia: A Study in Social Democracy (New York, 1906); 
Louise Overacker, The Australian Party System (New Haven, 
1952); Aaron Wildavsky and Dagmar Carboch, Studies in Austra- 
lian Politics (Melbourne, 1958); Howard Scarrow, The Higher 
Public Service of the Commonwealth of Australia (Durham, N. C., 
1957); and M. R. Megaw, “Australian Attitudes to the United 
States of America, 1901-1925,” unpublished Ph.D. thesis, Queens- 
land University. 
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Australian Antitrust and the Decline of 
American Influence: The Trade Practices Act 


J. E. Richardson 


The United States and Australia have legal systems derived 
from a common source—the English common-law legal system, 
under which the general body of law governing the behavior of 
citizens and their legal rights and obligations was, at least origi- 
nally, fashioned by courts of common law purporting to apply 
customary rules of conduct to issues brought before them by 
private litigants or the Crown as the head of government. The 
system of judge-made law operates in full in the United States 
and Australia, so both countries are known as common-law coun- 
tries. Particularly in this century, both have found it necessary, as 
in England, to supplement, vary, or displace common-law rules 
by most extensive bodies of statutory law made in the first in- 
stance by Congress or Parliament, but frequently further supple- 
mented by regulations and other forms of delegated legislation 
made by the executive branch of government on the authority of 
parliamentary legislation. In many instances the old common-law 
rules, as declared and developed by the traditional courts of law, 
have been woven into statutory law, a good example being the 
uniform commercial code in the United States. In Australia var- 
ious sale of goods acts passed by state parliaments have codified 
many common-law rules relating to the subject. Australian courts 
have relied and still rely heavily on English decisions on cases 
before them, and until very recent years it was rare for an Austra- 


lian superior court to examine critically judgments by English 


courts of superior or equal standing. The Privy Council, essen- 
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tially an English institution sitting in England, still remains a final 
court of appeal in general legal matters from the courts of the 
Australian states exercising their state jurisdiction.’ 

It would be reasonable to expect American decisions to be 
quoted in Australian state and federal courts, especially since 
there is frequently greater identity of relevant circumstances in 
Australia and the United States than between Australia and Eng- 
land. Both countries, for example, have federal systems of govern- 
ment with state and federal courts, and both belong to the new 
legal world in which it is necessary to fashion new rules of law to 
meet circumstances and conditions not ordinarily encountered, if 
at all, in the ancient legal realm of England. The antiquity of the 
English legal system itself has produced rules of little application 
to either America or Australia. Thus old common-law doctrines 
such as the easement of ancient window light sometimes seem 
oddities in the American and Australian environment.” 

American decisions are cited in Australian courts, and judg- 
ments of members of the courts refer to them especially in the 
area of commercial law.’ Though this is so, American legal influ- 
ence has not been particularly strong and scarcely bears compari- 
son with the influence of English judges in Australian jurispru- 


1. The High Court of Australia is an alternative court of appeal from the state 
supreme courts, and a further appeal may lie from the High Court acting as a 
court of appeal from a state supreme court. Until recently an extensive range of 
federal matters could also be the subject of appeals to the Privy Council from the 
High Court, but the Privy Council (Limitation of Appeals) Act of 1968 has now 
abolished almost all such appeals. 

2. In the case of Delohery v. Permanent Trustee Company of N.S.W. (1904) 1 
Commonwealth Law Reports, 283, the first High Court of Australia held that by 
virtue of an imperial act of 1828, 9 Geo. IV, c. 83, the court had to hold that the 
English law of prescription as to ancient lights (windowpanes used for a long 
time) was a law which could be applied in New South Wales, even if it had not 
become part of the law of the colony, under the principle of common law that the 
early settlers of New South Wales brought with them the law of the country from 
which they came. The court noted that it had been held by the courts of most of 
the states in America that the law of prescription as to ancient lights was not part 
of the common law of England at the time of settlement or at the later dates at 
which the existing English common law was adopted in the several states. The 
High Court was of the view, however, that it was part of the common law of 
England in 1828. According to the High Court, American judges also thought that 
the law was not in force as a law based upon sound principles and natural justice. 
Following this decision the New South Wales legislature passed an act rendering 
the common-law doctrine on ancient lights inapplicable in the colony. 

3. In the law of contract, for instance, American decisions are most useful, as in 
the so-called reward cases. 
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dence. The legal profession in Australia has left the vast body of 
American case law substantially untapped.* 

Much the same thing can be said about the influence of United 
States statute law on the legislative process of the Australian 
Parliament. Many acts of state parliaments and some acts of the 
federal Parliament deal with legal matters in a way which either 
mirrors or is modeled on some British statute.° There are some 
signs of greater reliance on American statutory regulation of some 
technical subjects, but if Australian statutes owe anything to 
congressional activity in the United States it is simply because the 
American law is demonstrably more appropriate or advanced 
than a particular British law. For example, for both reasons the 
Australian Air Navigation Regulations made under the federal 
Air Navigation Act owe much to United States precedents. 

There have been, however, two noteworthy examples of domi- 
nant United States influence. The first was in the fashioning of 
the Australian federal Constitution, which, with the convention 
debates of the 1890’s, reveals its indebtedness to the American 
federal model particularly in the division of legislative powers 
between the federal entity and the component states of the feder- 
ation. Here the Australian founders preferred the American pat- 
tern of vesting specific legislative powers in the federal legislature 
and leaving the residual powers with the states to the Canadian 
federal pattern contained in the imperial British North America 
Act, which created two sets of mutually exclusive legislative 
powers, one federal and the other provincial, with general resid- 
ual law-making power vested in the Canadian Parliament. It is 
not surprising, therefore, that the constitutional decisions of the 


4. American influence will almost certainly increase as the Australian legal 
profession, or more accurately the separate legal professions of the six states and 
territories of the Commonwealth, gains a greater sense of independence from the 
parent and comes to realize that the store of knowledge in United States law 
reports may contain much that is relevant to Australian conditions. Some Austra- 
lian law schools are making considerably increased use of American materials, and 
their lead should have a material influence as their graduates find their way into 
the profession. 

5. In the commercial field, for example, the influence of British statutory law 
ervades the companies acts of the various states and territories. Property law 
egislation reveals a slavish imitation of English law even to the copying of the 

feudal concepts of tenures and estates. As in United States, moreover, the English 
rule against perpetuities also holds sway over the disposition of real property. 


Australian Antitrust and the Decline of American Influence 461 


United States Supreme Court are cited in Australian constitu- 
tional cases. The interpretation by the American Supreme Court 
of the expression “commerce” in the United States federal com- 
merce clause’, for example, has had a material influence on the 
meaning the High Court has ascribed to the words “trade and 
commerce” used in Section 51(i) of the Australian Constitution, 
which gives the federal Parliament the power to make laws with 
respect to interstate and overseas trade and commerce. In its 
constitutional work, however, the High Court has accorded only 
the most limited approbation of United States case law. Thus it 
has accorded the federal trade and commerce power a much 
narrower interpretation than its United States counterpart on 
which it was based and with which it has much similarity of 
language. Specifically the High Court has rejected the so-called 
commingling doctrine under which a matter may be brought 
within the scope of the federal commerce power simply because 
it has some bearing upon it or relation to it which makes it 
desirable for the federal Parliament in the exercise of its judg- 
ment to regulate that matter. 

The other obvious example of American influence was the Aus- 
tralian Industries Preservation Act, 1906, an enactment repealed 
on September 1, 1967, when the long-awaited federal Trade Prac- 
tices Act came into full operation.’ The history of the now defunct 
Preservation Act should be recorded especially as it marks the 
end of a legislative experiment in American legal techniques. The 
experiment was fraught with possibilities, Hie it failed to flower 
until almost the end of its days, at a stage too late for its salvation. 


The Australian Industries Preservation Act, 
1906-50 


The Commonwealth of Australia came into existence on Janu- 
ary 1, 1901. In the first years of federation, certain federal parlia- 
mentarians were frequently given to stating that the infant Aus- 


6. United States Constitution, Art. 8, Sec. 1. 

7. The Trade Practices is cited as the Trade Practices Act, 1965-67. The 
Australian Industries Preservation Act was cited as the Australian Industries 
Preservation Act, 1906-50. 
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tralian industries were in danger of falling into the hands of 
foreign corporations, particularly those of United States origin; 
and in the early 1900's this was true at least in the petroleum, 
tobacco, and beef industries. The contemporary writer H. L. 
Wilkinson, in a book entitled The Trust Movement in Australia 
written in 1914, described the activities of trusts and combina- 
tions in sugar, tobacco, shipping, coal, flour and bread, timber, 
brick supplies, and beef. Wilkinson concluded that the general 
effect of trusts and monopolies in Australia was to curb enter- 
prise, enhance the profits of a few, and increase prices for many. 

In 1906, less than five years after federation, the second federal 
Parliament passed the Australian Industries Preservation Act. 
The measure owed much to the efforts of Prime Minister Deakin, 
leader of the Protectionist party, with the support of Isaac Isaacs 
as attorney-general. It has been described as being associated 
with the policy of protection by which tariff encouragement to 
Australian industry was linked with measures to prevent the 
growth of injurious monopolies and insure fair prices for consum- 
ers and fair wages for workers.” 

The Australian Industries Preservation Act expressly acknowl- 
edged its indebtedness to the United States Sherman Act, 1890, 
not only in the language of its various provisions but also in 
marginal headings to some of the sections. The American model 
was pursued even to the point of American terminology such as 
“commercial trust,” an expression little understood in Australia in 
1906.° 

Using Section 1 of the Sherman Act as a model,” Section 4 


8. G. Sawer, Australian Federal Politics and Law 1901-1929 (Melbourne, 
1956), p. 40. sé 
g. Sec. 3 of the act defined “commercial trust” as follows: 
“Commercial Trust” includes a combination, whether wholly or partly 
within or beyond Australia, of separate and independent persons (corpo- 
rate or unincorporate) whose voting power or determinations are con- 
trolled or controllable by—(a) the creation of a trust as understood in 
equity, or of a corporation, wherein the trustees or corporation hold the 
interests, shares, or stock of the constituent persons; or (b) an agree- 
ment; or (c) the creation of a board of management or its equivalent; or 
(d) some similar means; and includes any division, part, constituent 
person, or agent of a Commercial Trust. 
10. Sec. 1 of the Sherman Act reads in part: “Every contract, combination in 
the form of trust or otherwise, or conspiracy, in restraint of trade or commerce 
among the several States, or with foreign nations, is hereby declared to be illegal.” 
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made it a criminal offense to restrain interstate or external trade;™ 
Section 7, a broad equivalent of Section 2 of the Sherman Act,” 
created the offense of monopolizing or attempting to monopolize 
interstate or external trade.” Other sections, inserted by an 
amending act three years later in 1909, added specific forms of 
inhibited business behavior. For example, Section 7A made it an 


- Sec. 4 of the Australian Industries Preservation Act as amended in 1910 

reads: 
(1.) Any person who, either as principal or as agent, makes or enters 
into any contract, or is or continues to be a member of or engages in any 
combination, in relation to trade or commerce with other countries or 
among the States—(a) in restraint of or with intent to restrain trade or 
commerce; or (b) to the destruction or injury of or with the intent to 
destroy or injure by means of unfair competition any Australian industry 
the preservation of which is advantageous to the Commonwealth, having 
due regard to the interests of producers, workers and consumers, is guilty 
of an offence. 
Penalty: Five hundred pounds, or, in the case of a continuing offence, 
Five hundred pounds for each day during which the offence continues. 
(2.) Every contract made or entered into in contravention of this section 
shall be absolutely illegal and void. 
(3.)_ It shall be a defence to a proceeding for an offence under para- 
graph (a) of sub-section (1.) of this section, and an answer to an 
allegation that a contract was made or entered into in restraint of, or 
with intent to restrain, trade or commerce, if the party alleged to have 
contravened this section proves—(a) that the matter of thing alleged to 
have been done in restraint of, or with intent to restrain, trade or 
commerce, was not to the detriment of the public, and (b) that the 
ee of trade or commerce effected or intended was not unreason- 
able. 


12. Sec. 2 of the Sherman Act reads: 


Every person who shall monopolize, or attempt to monopolize, or com- 
bine or conspire with any other person or persons, to monopolize any 
part of the trade or commerce among the several States, or with foreign 
nations, shall be deemed guilty of a misdemeanor, and, on conviction 
thereof, shall be punished by fine not exceeding fifty thousand dollars, or 
by imprisonment not exceeding one year, or by both said punishments, in 
the discretion of the court. 


13. Sec. 7 of the Australian Industries Preservation Act reads: 


(1.) Any person who monopolizes or attempts to monopolize, or com- 
bines or conspires with any other person to monopolize, any part of the 
trade or commerce with other countries or among the States, is guilty of 
an indictable offence. 

Penalty: Five hundred pounds for each day during which the offence 
continues, or one year’s imprisonment, or both; or, in the case of a 
corporation, One thousand pounds for each day during which the offence 
continues. 

(2.) Every contract made or entered into in contravention of this section 
shall be absolutely illegal and void. 

(3.) The Attorney-General may elect, instead of proceeding by indict- 
ment for an offence against this section, to institute proceedings in the 
High Court by way of civil action for the recovery of the pecuniary 
penalties for the offence; in which case the action shall be tried before a 
Justice of that Court without a jury. 
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offense for a person to grant trading concessions with a condition 
that the beneficiary trader enter into an exclusive dealing ar- 
rangement and not deal with certain other people or have been or 
be a member of a commercial trust. In a manner, the section 
anticipated Section 3 of the Clayton Act, 1914, of the United 
States. Section 7B created an offense of an improper refusal to 
sell or a preparedness to sell only on conditions disadvantageous 
to the buyer. Thus it became an offense to sell to a person on 
onerous terms because he was dealing with unauthorized persons 
or was not a member of a commercial trust.” 

As for breaches of the Sherman Act, a person injured by reason 
of a contravention of the Australian Industries Preservation Act 
could bring a civil action in the High Court of Australia for treble 
damages.” Many years later Chief Justice Dixon of the High 
Court expressed some misgivings about the treble damages provi- 
sion (Section 11) because, as he observed, it went far beyond the 
normal principle of law of granting reparation for injury.” His 
Honor observed: 


The treble damages can be supported only as a means of enforcing or 
inducing compliance with federal law. It is in fact copied from the 
Sherman Act. The real cause for hesitating about s.11 is that it pro- 
vides for treble damages, even if this be a well known if somewhat 
antiquated method of inducing obedience to the law. No doubt that is 
why it was put in the provision of the Sherman Act. One may imagine 


14. Sec. 3 of the Clayton Act, 1914, reads: 

That it shall be unlawful for any person engaged in commerce, in the 
course of such commerce, to lease or make a sale or contract for sale of 
goods, wares, merchandise, machinery, supplies, or other commodities, 
whether patented or unpatented, for use, consumption, or resale within 
the United States or any Territory thereof or the District of Columbia or 
any insular possession or other place under the jurisdiction of the United 
States, or fix a price charged therefor, or discount from, or rebate upon, 
such price, on the condition, agreement, or understanding that the lessee 
or purchaser thereof shall not use or deal in the goods, wares, merchan- 
dise, machinery, supplies, or other commodity of a competitor or compet- 
itors of the lessor or seller, where the effect of such lease, sale, or contract 
for sale or such condition, agreement, or understanding may be to 
substantially lessen competition or tend to create a monopoly in any line 
of commerce. 

15. Cf. Clayton Act, 1914, Sec. 2, which prohibits price discrimination. 

16. Australian Industries Preservation Act, Sec. 11; cf. Sherman Act, Sec. 7, now 
repealed, and the Clayton Act, Sec. 4, providing for treble damages suits for 
violation of any United States antitrust law. 

17. Nevertheless, punitive damages could be awarded at common law, for 
example, in a suit for defamation. 


Australian Antitrust and the Decline of American Influence 465 


that the method of enforcing federal law was thought to be a matter 
for consideration when this legislation was framed. The theory must 
be that a person injured might hesitate to sue if he had not the 
incentive of recovering three times his loss, and that the statute would 
be difficult to enforce if private persons were not induced to enter into 
legal proceedings for the purpose. On the whole I think that we 
should treat the inclusion of this provision as within the powers of the 
legislature. The main subject, suppression of restraint of trade and of 
monopolies, is, in my opinion, clearly within the subject of trade and 
commerce with other countries and among the States provided, of 
course, that intra-State trade is not included as a direct subject. And I 
think it may be said to be incidental to the purpose in view, because it 
provides an inducement to a private person to sue, which inducement 
at the same time offers a strong deterrent to the person contemplating 
a breach of the provision of the federal law. I am therefore of opinion 
that s.11 is valid.*® 


Again, in the manner of the Sherman Act, the Preservation Act 
authorized the attorney-general, if he chose, to institute proceed- 
ings in the High Court for an injunction to prevent the carrying 
out of an agreement or combination in restraint of trade or com- 
merce opening up, therefore, the possibility of civil proceedings 
in some cases in lieu of criminal prosecution. 

Early litigation under the act. The new act soon encountered 
difficulties, oddly enough not in its provisions closely adapting 
the Sherman Act but in departures from the American model. 
First, there was a constitutional challenge in the case of Huddart 
Parker and Company Proprietary Ltd. vy. Moorehead.” Sections 4 
and 7 of the act, as already mentioned, applied to restraints and 
monopolization in connection with interstate and foreign trade. 
Equivalent sections,” however, applied to monopolization and 
restraint of trade by “foreign corporations and trading or financial 
corporations formed within the limits of the Commonwealth” 
irrespective of whether they were concerned with intrastate or 
any other kind of trade and commerce. These sections were in- 
cluded in the act on the assumption that Parliament had power to 

18. Redfern v. Dunlop Rubber Australia Ltd. (1964) 110 Commonwealth Law 
Reports, 194, 209. 

19. (1909) 8 Commonwealth Law Reports, 330. 


20. Secs. 5 and 8, respectively. 
21. Commonwealth means Commonwealth of Australia. 
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legislate in control of the conduct of the corporations as described 
under the federal corporations power. The High Court held, 
however, that the attempt to extend the act so as to apply gener- 
ally to the corporations was ultra vires. The court thought that if 
it upheld the sections it would result in the obliteration of the 
carefully drawn distinction between interstate and intrastate 
trade in Section 51(i) of the Constitution.” The effect of the 
Moorehead Case was to confine the operation of the act mainly to 
restrictive acts undertaken in relation to trade or commerce with 
other countries or among the states. 

A second rebuff occurred in the Adelaide Steamship Company 
Case.” In 1911, the Commonwealth instituted proceedings in 
which the principal issue was whether a restrictive agreement 
between colliery proprietors and shipowners contravened either 
Section 4 or Section 7 of the Australian Industries Preservation 
Act. As they then read, Sections 4 and 7, unlike the corresponding 
provisions in the Sherman Act, required the prosecution to estab- 
lish an intent to restrain trade and intent to monopolize, respec- 
tively. It was not sufficient to show restraint or monopolization in 
fact. Further, in each case the prosecution had to show that the 
disputed behavior was “to the detriment of the public.” The case 
eventually went to the Privy Council. 

The colliery proprietors, who constituted a coal vend, sold their 
coal to the shipowners who transported it to various states where 
they sold it in the course of their businesses as coal merchants. 
The colliery proprietors entered into an agreement with the ship- 
ping companies under which they undertook to supply the ship- 
owners with all requisite supplies of coal for interstate trade at 
agreed prices and not to supply any other merchant. For their 
part the shipowners undertook not to buy coal from anyone else 
nor to sell the product at more than agreed maximum prices. In 
all probability the shipowners had an arrangement among them- 

22. The High Court has never found itself able to accept an interpretation of 
the federal trade and commerce power similar to the Supreme Court’s interpreta- 
tion of the corresponding power in the United States Constitution (Art. 1, Sec. 8), 
under which intrastate commerce and industry can be federally regulated simply 
because they have some effect on interstate or foreign commerce which Congress 


finds convenient to regulate. 
23. (1913) 18 Commonwealth Law Reports, 30. 
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selves precluding them from underselling each other, but there 
was no evidence of such an arrangement before the court. The 
Privy Council was concerned with the agreement with the ship- 
owners. In current terminology it was a collective agreement 
providing for exclusive dealing and price maintenance, and the 

rties to it were dominant in their own fields of business. Never- 
theless, the Privy Council held that the shipping agreement did 
not violate either Section 4 or Section 7 because the prosecution 
had not established that there was either an intent to restrain or 
monopolize trade to the detriment of the public or any actual 
detriment. In an essay on economics which could well have pre- 
dated Adam Smith the Privy Council, through Lord Parker, 
stated that the parties were acting only in the protection of their 
own legitimate business interests even though the arrangements 
placed interstate trade in coal at their mercy. With the disposal of 
the Adelaide Steamship Company proceedings in favor of the 
defendants and their collective restrictive activity a long adminis- 
trative silence followed and the act ceased to be of any influence 
on the manner in which trade and commerce were conducted in 
Australia. 

It is a curious historical fact that in 1910, one year before 
proceedings in the Adelaide Steamship Company were first insti- 
tuted, the federal Parliament amended both Sections 4 and 7 of 
the act to remove “intent” as a necessary ingredient of an offense 
under either section and to free the prosecution from the task of 
having to establish public detriment under Section 4 by placing 
the onus on the defense to establish that the restraint of trade was 
not to the detriment of the public. In other words, Parliament 
reverted to language more in keeping with the Sherman Act and 
the onus of proof in proceedings under that act. The Common- 
wealth could have instituted a suit against the shipowners and 
the collieries in the Adelaide Steamship Company Case on the 
basis of amended legislation, but Attorney-General Hughes, for 
reasons which are not clear, chose not to embark on such a course. 
Whether the decision would have gone the other way under the 
amended legislation is difficult to say in view of some of the 
economic observations of the Privy Council indicating quite un- 
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usual judicial condonation for restrictive arrangements because 
they were considered to protect the consuming public against the 
danger that “an article of consumption should cease to be pro- 
duced and distributed.”” 

The Governor-General’s speech in 1960. For almost half a cen- 
tury the pattern of Australian commercial activity was uninter- 
rupted by enforcement of antitrust laws, and although World 
War II gave a considerable impetus to industrialization in Aus- 
tralia almost nothing was done to prevent the growth of restric- 
tive trade practices. Antitrust came to become regarded as some 
kind of sport peculiar to the United States. In the mid-fifties, 
however, there were some stirrings in some political quarters 
aroused partly by the passing of the Restrictive Trade Practices 
Act, 1956, in England. Then in 1960, forty-seven years after the 
Privy Council gave its decision in the Adelaide Steamship Com- 
pany Case, the Menzies government, just returned to office again, 
announced through the speech of the governor-general at the 
opening of the new Parliament its intention to consider the intro- 
duction of legislation to strengthen and protect free enterprise 
against the development of injurious monopolies and practices in 
commerce and industry. 

In 1961, only one year after the federal announcement, a case 
occurred in Victoria involving the Australian Industries Preserva- 
tion Act. The plaintiff, a retailer of electrical appliances, sought to 
found an actionable conspiracy in Section 4 of the act (restraint 
of trade) on the ground that several retailers of electrical appli- 
ances acting in combination had sought by the threat of with- 
drawing custom to persuade certain manufacturers of electrical 
appliances not to supply the plaintiff. The defendants admitted 
their activity, stating that their interest was price maintenance 
and that the plaintiff operated a discount house. Smith, J., of the 
Supreme Court of Victoria held in Bourke Appliances Pty. Ltd. v. 


24. In Reg. v. Morrey (1957) 6 Dominion Law Reports (2nd), 114, the 
majority of the British Columbia Court of Appeal relied on Lord Parker’s observa- 
tions in the Adelaide Steamship Company Case in holding that the evidence did 
not support a finding of public detriment in charges against a group of gasoline 
station operators of violating Sec. 32 of the Canadian Combination Investigation 
Act. Sec. 32 was the Canadian equivalent to Sec. 2 of the Sherman Act. 
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Wonder” that the retailers were acting in their own legitimate 
trade interests.”” The judge’s decision did little more than reflect 
the attitude of common-law judges. They paid lip service to the 
principle of illegality of restraint of trade, but invariably held 
contracts in restraint of trade in common law which they found to 
be reasonable in the interests of the parties, to be not unreason- 
able in the interests of the public, and therefore not illegal at 
common law.” 

The driving force behind the government’s announcement was 
Sir Garfield Barwick, who entered federal Parliament for the first 
time in 1960 when at the pinnacle of his professional career at the 
New South Wales bar. He became attorney-general in the Men- 
zies cabinet immediately after his election. It was soon learned 
that several members of the government parties had no appetite 
for Sir Garfield’s intentions. 

In December, 1962, the Attorney-General announced to the 
Parliament the outlines of a plan for the regulation of injurious 
trade practices. The plan completely rejected the philosophy of 
the Australian Industries Preservation Act. It required the regis- 
tration of documentary evidence of most extensive categories of 
restrictive arrangements both horizontal and vertical. Registrable 
arrangements were to be subject to examination by a tribunal 
consisting of judges and laymen, and if the tribunal satisfied itself 
that a practice substantially reduced competition and the parties 
were not able to satisfy it that the practices were not detrimental 
to the public, the tribunal could order deregistration of the regis- 
tered document describing the practice. Upon deregistration it 
would become unlawful for the parties to carry it on. If a person 
failed to register a registrable practice he was liable to heavy 
penalties including deprivation of the right to defend the prac- 


25. [1965] Victorian Reports, 511. 

26. Although the case was decided in 1961, it was not reported until 1965 after 
the Commonwealth had announced its statutory plan to regulate restrictive trade 
practices. 

27. For a statement on the common-law position relating to legality of contracts 
in restraint of trade, see Nordenfelt vy. Maxim Nordenfelt Co. [1894] Appeal 
Cases, 535, and the reference to that case in the Adelaide Steamship Company 
Case (1913) 18 Commonwealth Law Reports, 33. 
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tice in proceedings before the tribunal. The plan also contained a 
list of some inexcusable practices which to carry on constituted 
an offense. Monopolization was one of these. Finally, the plan 
involved control of mergers or takeovers of companies where they 
were shown to be in substitution for a restrictive arrangement. 
Registration and administrative inquiry central to the scheme 
obviously had as its parent the Restrictive Trade Practices Act, 
1956, of Great Britain. 

Recent litigation under the Australian Industries Preservation 
Act. Less than a year later, fifty years after the Adelaide Steam- 
ship Company Case concluded, the Australian Industries Preser- 
vation Act suddenly sprang to life again as the subject of litiga- 
tion in the High Court of Australia in the case of Redfern v. 
Dunlop Rubber Australia Ltd.“ Several traders in automobile 
tires brought a treble damages action against some tire companies 
alleging refusals to supply tires at the wholesale prices at which 
they were available to other traders. The traders had been selling 
tires below the list prices fixed by the manufacturers. The reply of 
the tire companies was to challenge the validity of Sections 4 
(restraint of trade) and 11 (treble damages suits) of the Austra- 
lian Industries Preservation Act. But the challenge failed, and the 
court upheld the sections as being a valid exercise of the power of 
the Commonwealth to make laws with respect to trade and com- 
merce with other countries and among the states under Section 
51(i) of the Constitution. The action was subsequently settled 
out of court. 

The pronouncement of validity upon Section 4 made it per- 
fectly plain that the Australian Industries Preservation Act could 
be made an effective instrument of government policy. Section 4 
was not confined simply to restrictive acts undertaken in the 
course of interstate or overseas trade having a restrictive effect on 
that trade. The section went much further and penalized combi- 
nations and agreements undertaken “in relation to” interstate and 
foreign trade. It therefore applied to restrictive acts occurring at 
the production stage or in intrastate trade which could be di- 
rectly related to the eventual interstate or foreign trade. Further, 

28. (1964) 110 Commonwealth Law Reports, 194. 
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the section operated on restrictive activities “in restraint of or 
with intent to restrain trade or commerce,” which meant that 
though the restrictive effect of a combination was felt only by 
intrastate trade it was nevertheless inhibited by Section 4. So 
Section 4 would apply where X in New South Wales refused to 
supply Y also in New South Wales with goods produced in New 
South Wales if Y should continue to obtain similar goods from 
Queensland. The section also applied where A in New South 
Wales agreed to supply B in Queensland with goods on condition 
that B did not buy similar goods produced in Queensland by C.” 
The decision in the Redfern Case certainly encouraged the archi- 
tects of the Commonwealth plan to think that the Commonwealth 
could enact a law which would cover substantial segments of the 
Australian economy even in the absence of a specific power over 
the subject of restrictive trade practices or a direct legislative 
power over intrastate trade and commerce. 

In March, 1964, one month after the High Court decided the 
Redfern Case, Mr. Billy Snedden succeeded Sir Garfield Barwick 
as attorney-general.” A little longer than a year later Mr. Snedden 
presented the Trade Practices Bill to Parliament. The measure 
modified the Barwick plan by surrendering all attempt to control 
most of the bilateral agreements including vertical resale price 
maintenance and mergers. Otherwise it bore more similarity to 
the British Restrictive Trade Practices Act. It provided for regis- 
tration of collective restrictive agreements and an administrative 
inquiry to determine whether a restriction was contrary to the 
public interest. 

Just one month after the introduction of the bill the Attorney- 
General, at the instigation of the federal minister for the interior, 
who had committed himself publicly, agreed to prosecute three 
companies for an offense under Section 7B of the Australian 
Industries Preservation Act. The minister for the interior is politi- 

29. There is a certain amount of confusion in some of the judgments in the case 
about the precise extent of the application of Sec. 4, and probably not all the 
judges would have agreed that both of the examples mentioned in the text validly 
fell within the ambit of the section. 

30. For some time Sir Garfield Barwick had also been minister for external 


affairs, the position which he held until his appointment as chief justice of the 
High Court of Australia in 1964. 
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cally and legally responsible for administration of the Australian 
Capital Territory, and the Australian Industries Preservation Act 
operated as part of the law of the territory.” It will be recalled 
that Section 7B of the act provided that a person committed an 
offense in refusing to supply another person with goods except 
upon disadvantageous conditions for the reason that the customer 
had dealt with some other person. The Attorney-General prose- 
cuted three merchant companies in the Australian Capital Terri- 
tory for refusing to supply wines and spirits to a grocery store, 
M.P.R. Pty. Ltd., unless the store paid a surcharge of 25 per cent 
in addition to the ordinary list prices for the goods. It was argued 
that the merchants had acted in conformity with a circular letter 
from the Liquor Trade Supervisory Council which had also ad- 
vised that the grocery was purchasing supplies from a company, 
Murrayvale Wines (A.C.T.) Pty. Ltd., which was not a member 
of the Wine and Spirit Merchants’ Association for which the 
council apparently acted. The circular also stated that Murray- 
vale’s prices for wines and spirits of its own bottling were sub- 
stantially less than those fixed by the association. The court found 
two of the defendants guilty of the offense charged, made a 
declaration accordingly, and imposed fines. The third prosecution 
failed on the facts.” 

The proceedings served to show, perhaps too well in the eyes 
of the federal government with its newly hatched legislative 
scheme, that the Australian Industries Preservation Act was a 
direct and forceful weapon against anticompetitive trading. In 
1962, in the course of explaining his legislative plan to the federal 
Parliament, Sir Garfield Barwick referred to 


practices current in the community which by reason of their restrictive 
nature are harmful to the public interest—that interest being in the 


31. Sec. 122 of the Commonwealth Constitution vests the federal Parliament 
with exclusive power to make laws for the government for the territories of the 
Commonwealth without limitation of subject matter. The Seat of Government 
(Administration) Act, 1910-63, Sec. 6, provided that the Preservation Act should 
apply in the Australian Capital Territory as if the words “with other countries of 
er States” wherever they occurred in relation to trade and commerce were 
omitted. 

32. A. G. v. Dalgety Trading Co. Pty. Ltd. (not guilty); A. G. v. Gramp & Son 
Pty. Ltd. (guilty); A. G. v. John Cawsey & Co. (Cankasal Pty. Ltd. (guilty) 
[1966] Australasian Argus Law Reports, 194. 
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maintenance of free enterprise under which citizens are at liberty to 
participate in the production and distribution of the nation’s wealth, 
thus ensuring competitive conditions which tend to initiative, re- 
sourcefulness, productive efficiency, high output and fair and reason- 
able prices to the consumer.” 


Obviously the practices of which the defendants were found 
guilty in the Australian Capital Territory fell within the category 
of undesirable practices which Sir Garfield Barwick described. 
But the Trade Practices Act has now replaced the Australian 
Industries Preservation Act, and direct prosecution is no longer 


possible. 


The Trade Practices Act, 1965-67 


There are three acts, the principal act of 1965 and two amend- 
ing statutes. The Trade Practices Act, 1966, amended the princi- 
pal act mainly for the purpose of inserting a new part containing 
provisions on the operation of shipping conferences and the car- 
riage of goods by sea from Australia to other countries. The third 
act is the Trade Practices Act, 1967, which extended the opera- 
tion of the principal act to allow participation by the State of 
Tasmania. Together the three acts are cited as the Trade Prac- 
tices Act, 1965-67. Only the major features will be described in 
this chapter.” 

The Trade Practices Tribunal. The act establishes the Trade 
Practices Tribunal. Though modeled on the Restrictive Practices 
Court in the United Kingdom both in composition and function, 
it is intended to operate as an administrative authority and not as 
a court. The tribunal is composed of lawyers, called presidential 
members, and laymen chosen for their knowledge and experience 


33. Commonwealth Parliamentary Debates (CPD), House of Representatives 
(HR), December 6, 1962, p. 3103. 

34. For an account of the act see J. E. Richardson, Introduction to the 
Australian Trade Practices Act (Sydney, 1967). See also J. E. Richardson and 
D. J. Rose, “An Analysis of the Australian Trade Practices Act,” McGill Law Jour- 
nal, XIII, No. 3 (1967), 383-423. George C. Masterman and Ezekiel Solomon, 
Australian Trade Practices Law (Sydney, 1967), provide a more detailed exposi- 
tion. 
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in industry. The role of the tribunal is to determine whether a 
restriction of trade to which the act applies is “contrary to the 
public interest.” If it so finds, the tribunal may make an order 
restraining the parties from carrying on the restriction or practice. 
A party disobeying a restraining order is liable to prosecution in 
the Commonwealth Industrial Court for contempt of the tribunal. 

Restrictive agreements. The act renders liable to examination 
by the tribunal two distinct groups of restrictive arrangements, 
the first being collective agreements containing one or more of 
five specified kinds of restriction. 

Section 35 provides that an agreement is examinable by the 
tribunal if two or more of the parties are competitive with each 
other, or would be competitive with each other if it were not for 
the agreement, and at least one of the parties accepts a restriction 
relating to any of the five following matters: (1) the terms or 
conditions, whether as to prices or as to any other matter, upon or 
subject to which dealings may be engaged in; (2) the concessions 
or benefits, including allowances, discounts, rebates, or credit, 
that may be given or allowed in connection with, or by reason of, 
dealings; (3) the quantities, qualities, kinds or extent of goods or 
services that may be produced, acquired, held in stock, or sup- 
plied, or the resources or methods that may be used, or the 
resources that may be acquired or maintained for use; (4) the 
places in, to, or from which goods or services may be supplied; or 
(5) the persons or classes of persons who may be dealt with, or 
the circumstances in which, or the conditions subject to which, 
persons may be dealt with. 

Summarized, the five categories of restriction concern: (1) 
agreements between competitors fixing prices and other condi- 
tions of their dealing with their customer, for example, agree- 
ments between paint manufacturers fixing their sale prices and 
rebates to different classes of purchasers (e.g., the general public, 
painters); (2) agreements between competitors concerning the 
quality of their goods; for example, where manufacturers of 
electrical goods agreed on a maximum life-expectancy of their 
product; (3) agreements between competitors for quotas on pro- 
duction or on sales; (4) market-sharing agreements, such as 
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agreements between competitors that each shall sell only in a 
certain area or only certain kinds of goods; for example, if brewer- 
ies in Melbourne agree with Sydney breweries to sell only in New 
South Wales; (5) agreements by competitors not to deal with 
certain persons or classes of persons, that is, boycott agreements. 

Trade associations. The legislation acknowledges the existence 
of trade associations in Australia and provides a mechanism by 
which members of trade associations in effect become parties to a 
collective agreement for purposes of applying the provisions of 
the act including Section 35. Section g2 deals with the matter and 
provides that the constitution of a trade association is deemed to 
be an agreement to which members of the association are parties. 
This is an important provision because many association constitu- 
tions state that it is a major purpose of the association to achieve 
orderly marketing and that members are to abide by decisions 
made in pursuance of the objective. Section g2 also states that a 
direction given by the trade association to members is presumed 
conclusively to be authorized by the constitution and to oblige 
members to comply with it. If a trade association makes an agree- 
ment all members are deemed to be parties to that agreement. 

Registration of agreements containing restrictions. If the 
agreement concerns goods or services to be performed in connec- 
tion with the production or distribution of goods it is the respon- 
sibility of the parties to enter particulars in a register of trade 
agreements which an official, the commissioner of trade practices, 
is required to maintain. Restrictive agreements in connection 
with services not related to goods are examinable by the tribunal 
but do not have to be registered. In this way professional groups 
such as doctors, dentists, and lawyers have an advantage over 
businessmen who through registration have to divulge their ar- 
rangements to the Commonwealth. The register is not open to 
public inspection. 

Examinable practices. The second group of restrictions which 
are examinable by the tribunal consists of four practices specified 
in Section 36. The party carrying on an examinable practice is not 
obliged to register it. The four examinable practices are: (1) 
inducing price discrimination, (2) forcing another person’s prod- 
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uct, (3) collectively inducing refusals to deal, and (4) monopoli- 
zation. 

Two of the four practices, (1) and (4), are tortuously defined; 
the other two, (2) and (3), are of very limited operation. Each is 
included in the act because, it seems, it is thought to constitute a 
possible abuse of the possession of economic strength. One can 
only speculate on the circumstances in which any of the four 
practices should be capable of justification before the tribunal as 
not being contrary to the public interest. Outright prohibition 
would have been more in order. 

Inducing price discrimination as defined in the act is a far cry 
from the practice of price discrimination prohibited under the 
1936 Robinson-Patman amendment of the Clayton Act, 1914, in 
the United States. Under the Australian provision, the practice is 
only examinable where a buyer induces or attempts to induce a 
supplier of goods by the express or implied threat or promise to 
accept terms of trade including prices more favorable to the 
buyer than those at which the supplier is willing to supply goods 
of similar kind and quantity to other business competitors gener- 
ally, if the effect is likely to substantially lessen the opportunity of 
a competitor to compete with the favored buyer. The purpose is 
to deter large chain stores from extracting better terms from 
suppliers than the suppliers allow to rivals of the chain. Chain 
stores can usually obtain more favorable conditions simply by the 
volume of their purchases, and few, if any, find it necessary to use 
threats or promises in approaching a supplier. 

The second practice with complications of definition is monop- 
olization. An adequate explanation would occupy several pages. 
Again the provisions are not to be compared with Section 2 of the 
Sherman Act relating to monopolization. Various conditions are 
to be satisfied before a person or company is to be regarded as 
engaging in monopolization under the act. In the first place the 
person must be in a dominant position in the sense of supplying 
not less than one third by quantity or value of the goods or 
services of a particular description that are supplied in Australia 
or part of Australia. Then follow definitions of “goods of a partic- 
ular description” and “part of Australia.” When these criteria are 


O_O CC 


Australian Antitrust and the Decline of American Influence 477 


satisfied and a person is found to be in a dominant position he is 
still not within the ambit of the act unless he “takes advantage of 
that position,” whatever that expression means, and engages in 
one of only three types of practice. The first is taking advantage 
of his position to induce refusals to deal with competitors, the 
second is to engage in predatory price-cutting with the object of 
ousting competitors, and the third is imposing prices or other 
terms of dealing which he would be unable to impose but for his 
dominant position. The three will be unusually difficult to prove. 

Forcing another person's product is the process by which a 
supplier makes it a condition of the supply of goods or services 
that the customer shall acquire all or part of his goods or services 
“of another class” from a particular third person. An example is 
a case in which a reseller of gasoline is required, as a condition of 
supply by an oil company, to sell associated products such as 
tires and batteries made by other manufacturers. 

The practice of inducing refusals to deal occurs when a trade 
association, a person acting for a trade association, or any person 
acting in pursuance of an agreement with another person carrying 
on business, induces (or attempts to induce) a firm to refuse to 
deal with a third person, or to refuse to deal with that third 
person except on disadvantageous terms. The practice is en- 
gaged in, for example, when a group of garment manufacturers 
threaten to discontinue buying flannel from a flannel manufac- 
turer if he continues to supply someone who is not a member of 
the group or who is selling below the prices required by the 

oup. 

In all probability little will be heard of the examinable prac- 
tices, if any, at least for several years, because of the technicalities 
associated with establishing their existence in particular cases. In 
any case the undoubted primary thrust of the act is against 
collective restrictive agreements, and it is almost certain that the 
first proceedings will involve them. 

Restrictions of trade not covered under the act. The act 
exempts from examination some restrictive agreements and prac- 
tices which otherwise would probably be examinable by the tri- 
bunal. For example, restrictions and practices specifically author- 
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ized by federal or state legislation are not subject to examination, 
nor are restrictive agreements or practices relating to industrial 
conditions. 

Although the act covers most known forms of collective re- 
straints of trade, it does not cover some most important bilateral 
vertical arrangements or practices. The two most significant ex- 
clusions are exclusive dealing arrangements and vertical resale 
price maintenance. The general philosophy of the act is to leave a 
trader free to negotiate his own terms of trade and to create sole 
agencies. Exclusion from examination of vertical resale price 
maintenance is unfortunate. The original plan encompassed the 
practice, a very common one in Australia. In Great Britain the 
Resale Prices Act, 1964, has brought it under tight control in that 
country, and the federal government could reasonably have dealt 
with it in the new act, particularly since there is very intensive 
market concentration in the Australian economy in that a few 
suppliers supply the bulk of the market in many areas of trade 
and commerce. 

Concept of the public interest. The tribunal is to consider 
whether a restrictive agreement or practice is contrary to the 
public interest, having regard to several considerations set out in 
the act, all of which have to be read subject to a statutory direc- 
tion that the tribunal is to assume in the first instance that the 
preservation and encouragement of competition is desirable in 
the public interest. Section 50 sets out the factors which the 
tribunal has to take into account. Under the section a party to an 
agreement or practice is entitled to show that on balance the 
activity is not contrary to the public interest by referring to one or 
more of six matters. The six matters to be taken into account are 
set out in Subsection (2) of Section 50. They are: 


(a) the needs and interests of consumer, employees, producers, 
distributors, importers, exporters, proprietors and investors; 

(b) the needs and interests of small businesses; 

(c) the promotion of new enterprises; 

(d) the need to achieve the full and efficient use and distribution of — 
labour, capital, materials, industrial capacity, industrial know-how 
and other resources; 

(e) the need to achieve the production, provision, treatment and 
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distribution, by efficient and economical means, of goods and services 
of such quality, quantity and price as will best meet the requirements 
of domestic and overseas markets; and 

(£) the ability of Australian producers and exporters to compete in 
overseas markets. 


The following is an account of the meaning and effect of Sec- 
tion 50: 


If the only evidence before the Tribunal is a restriction of competi- 
tion, the Tribunal must hold the agreement or practice to be “contrary 
to the public interest.” The Commissioner does not, in our view, have 
to demonstrate the effects of the restriction, or show that in the whole 
economic situation there is an overall restriction of competition. 

If the respondents defend the proceedings, the Commissioner would 
have to show the consequences of restrictions since these conse- 
quences are relevant to the weight of the detriment of the public 
interest. 

Assuming the Commissioner to have put his case, the parties in 
defence may refer to any one or more of the matters specified in 
paragraphs (a) to (f) of sub-section (2), and this they may do only if 
the effects tend to establish that the restriction, on balance, is not 
contrary to the public interest. The six matters (a) to (f), though 
extremely vague, will probably come to be known as “gateways” as in 
the United Kingdom. 

The Australian “gateways” are in very general terms, and in practice 
will probably not greatly inhibit the parties in constructing a defence. 
Take gateway (a) for example: this is almost equivalent to saying that 
the parties, in seeking to offset a detriment flowing from a restriction 
of trade, may plead the interests of almost every group in the commu- 
nity. 

In England the only comparable clause is the defence under gate- 
way (b) of section 21(1.), namely that the removal of the restriction 
would deny to the public as purchasers, consumers or users of any 
goods other specific and substantial benefits or advantages enjoyed by 
them as such. Thus the English Act is concerned with the interests of 
the public as consumers and not with the interests of other groups 
such as distributors and investors. 

The “gateways” leave the Tribunal almost unfettered in developing 
any policy in relation to the Australian economy. For example, gate- 
way (b) refers to the needs and interests of small businesses. The 
Tribunal could take the view that ultimately competition is best pro- 
moted by having as many persons and firms in competition with each 
other as possible. On this view a collective agreement between manu- 
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facturers restricting distributorships, though it could be shown by the 
parties to lower costs of distribution in terms of gateway (e) and to 
lower prices for consumers, could still be held contrary to the public 
interest because it had the effect of impairing the commercial interests 
of, say, small distributors. 

Take another example, this time concerning gateway (f). The most 
common form of collective agreement is a price-fixing agreement. In 
the United Kingdom few such agreements have survived. In the 
United States they are illegal per se. The Tribunal could take the view 
that they can rarely be justified. On the other hand, the parties to a 
price-fixing agreement could argue under various gateways, including 
gateway (f), that the agreement, though it leads to higher prices on 
the Australian markets, nevertheless can be justified in the interests of 
the parties to the agreement on the grounds that it increases their 
trade in overseas markets at competitive world prices which could, of 
course, be lower than the cost of production. 

The truth is that Parliament has entrusted matters of important 
economic and social policy to the Tribunal subject only to the qualifi- 
cation that the guiding principle is to be the preservation and encour- 
agement of competition. From proceedings before it in which the 
Registrar proves a restriction of competition and the parties will seek 
to show by way of defence that the restriction can be justified under 
section 50, the Tribunal may have to predict the state of affairs which 
would arise from holding an agreement or practice to be contrary to 
the public interest. The Tribunal will also have to have some concep- 
tion of what should be the ultimate competitive structure of the 
Australian economy.” 


Review Division. There is to be a Review Division of the Tri- 
bunal consisting of three presidential members, that is, lawyer 
members of the tribunal. After hearing an application, the Re- 
view Division may refer the matter back to the tribunal for recon- 
sideration. The Review Division itself is not empowered to substi- 
tute its own decision for that of the tribunal. That is to say, it does 
not sit as an appellate body in the usual sense. Had it been given 
power to confirm, vary, or reverse a decision of the tribunal it 
would have been necessary for constitutional reasons to give its 
members life tenure.** With some luck, however, the Review 


35. Richardson and Rose, “An Analysis of the Australian Trade Practices Act,” 


pp. 410-411. 
36. Commonwealth Constitution, Sec. 72. The members of the tribunal will 


have maximum terms of seven years. 
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Division should play an important role in obtaining consistency of 
approach in the event the tribunal sits in division hearings, as it 
may. 

The commissioner and pretrial consultative procedure. The 
commissioner of trade practices is the principal administrative 
official under the act. Besides maintaining the register of trade 
agreements, he alone may institute proceedings before the tri- 
bunal. Hence he is a figure of considerable power, and the man- 
ner in which he chooses to exercise his discretion could materially 
influence the competitive structure of various industries. 

The commissioner must hold consultations with the parties to a 
restriction or practice before he institutes proceedings before the 
tribunal. The purpose of consulting is to avoid proceedings by 
reaching agreement in relation to a restriction considered by the 
commissioner to be contrary to the public interest. The act pro- 
vides that the commissioner may file a certificate with the tri- 
bunal after agreement is reached. This is one of the few ideas 
borrowed from American antitrust policy. Consultations must 
occur before the tribunal hears even its first case. 

Collusive tendering and bidding. The act also creates two 
specific offenses, collusive tendering and collusive bidding. Juris- 
diction to hear a charge is vested in the Commonwealth In- 
dustrial Court, and the tribunal is not concerned with either 
practice. 

Civil damage suits. A person suffering damage by reason of a 
contravention of an order of the tribunal, made after finding a 
restriction or practice to be contrary to the public interest, may 
bring an action in the Commonwealth Industrial Court to recover 
single damages for his loss. No right of action for damages ac- 
crues for loss incurred before the tribunal issues its restraining 
order because until that point there is no breach of law in carry- 
ing on the restriction or practice. Further, the tribunal is not 
bound as a matter of law to make an order after determining that 
something is contrary to the public interest, and if it does not do 
so then the injured person has no right of action. 

The shipping provisions. These provisions were introduced by 
the amending act in 1966 and are sui generis. They are mainly 
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concerned with restrictive arrangements affecting outward cargo 
shipping from Australia. This form of shipping is usually con- 
ducted within a framework of liner conferences. An association of 
shipowners may draw up a conference agreement under which 
they agree to provide regular scheduled services on a particular 
trade route, for example, to the United Kingdom, and pursuant 
thereto further agree to pool their resources, apportion the traffic, 
and charge uniform freight rates to shippers. In return for the 
regular provision of services shippers agree to ship exclusively 
with members of the conference and render themselves liable to 
pay higher freight rates if they do not in fact ship exclusively with 
a conference line. 

The shipping clauses provide for the filing of conference agree- 
ments with a clerk of shipping agreements. The minister for trade 
and industry may require parties to the agreement to undertake 
to confer with a relevant shipper body about conditions of car- 
riage and to admit a Commonwealth officer to the negotiations. 

The governor-general (not the Trade Practices Tribunal) is 
empowered to disapprove a conference agreement on various 


grounds, including a failure to comply with the request for an — 
undertaking or, following the receipt of a report by the Trade — 


Practices Tribunal, because the agreement does not have due 
regard to the need for efficient, economical, and adequate over- 
seas cargo shipping services. If an agreement is disapproved, the 
agreement becomes unenforcible, and it is an offense for a party 
to give effect to it or to enter into a substitute agreement. 


The act also has provisions applicable to individual shipowners. — 


In substance they are similar to those applicable to the multiline 
conferences, but since there is no collective agreement to be 
registered there is a different procedure. The act provides for the 
declaration of a shipowner in circumstances similar to those 
under which a conference agreement may be disallowed. A de- 
clared shipowner is then prohibited from engaging in practices 


designed to exclude competition, such as dual rate contracts, 


predatory freight-cutting. 


Generally speaking, the shipping provisions operate independ- 
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ently of the rest of the act. Thus a conference agreement is not 
registrable under other provisions of the act. 

Illustration of collective discriminatory trading. It will be re- 
called that there were three prosecutions in the Australian Capi- 
tal Territory in 1964 in which companies supplying spirituous and 
fermentous liquor were found guilty of the offense of discriminat- 
ing against a grocery store because it continued to receive sup- 
plies from another merchant company not a member of the group. 
Two of the defendants were convicted and fined. The example 
serves to illustrate the completely different philosophy of the new 
act in its application to this type of collectively imposed restraint. 

Under the Trade Practices Act it is not an offense to discrimi- 
nate among customers in terms and conditions of trade, including 
price, but an agreement among suppliers to impose discrimina- 
tory terms in the supply of goods to a particular customer is an 
examinable agreement under Section 35 and must be registered 
with the commissioner for trade practices. However, the agree- 
ment may be put into effect without any breach of the act irre- 
spective of the effect it has on a customer. The victimized store- 
keeper has no redress. The commissioner for trade practices may 
decide to institute proceedings before the Trade Practices Tri- 
bunal in respect of the agreed restriction but he is not bound to 
take action. If he decides to do so he must first consult with the 
parties imposing the restraint in order to ascertain whether they 
will agree to a modification of the restriction so as to remove any 
features that the commissioner considers to be contrary to the 
public interest. Assuming the consultations fail to achieve their 
purpose, the commissioner may then institute proceedings before 
the tribunal which will inquire into the facts and effects of the 
practice in light of disclosures and arguments put by the commis- 
sioner and the parties or their representatives. If the tribunal 
decides, in the application of Section 50 of the act, that the 
restriction in the agreement is contrary to the public interest it 
may proceed to order the parties to desist from putting it into 
effect. Then, and only then, is it unlawful for the merchants to 
carry out the terms of their arrangement. If they act in breach of 
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the restraining order they then become liable for damages to the 
injured shopkeeper. But the shopkeeper’s action is for an indem- 
nity for such injury as he sustains after the tribunal has made its 
order. He is not entitled to treble damages or damages for any 
loss sustained before the tribunal makes an order. 

Obviously it is fortunate for those in industry who seek to 
maintain restrictive trading arrangements that the federal gov- 
ernment persevered with its complicated scheme of registration 
and an examination by a mixed tribunal instead of undertaking a 
revision of the Australian Industries Preservation Act. It is even 
more fortunate for the proponents of restrictive activity that the 
Trade Practices Act does not merely supplement existing federal 
legislation but has brought about the complete demise of the 
Australian Industries Preservation Act. 


Reasons for Rejecting American Precedent 


The Australian Industries Preservation Act could have been — 
molded into a modern antitrust instrument without much amend- — 
ment. The principal areas of change would probably have been 
an updating of the terminology it employs and a revision of 
Section 4, dealing with general restraints of trade. In the matter 
of terminology it would have been necessary to discard the oddly 
defined concept of a commercial trust and to insert new provi- 
sions explicitly recognizing the existence of trade associations as a 
mechanism for the implementation of agreed restrictions, as in 
fact the Trade Practices Act has done.” On the matter of sub- 
stance, Section 4 could have been revised either to restrict the 
grounds of defense now available in answer to a charge of combi- — 
nation in restraint of trade or to redraft it in the language of 


37. As mentioned earlier in the text, the Trade Practices Act, Sec. 92, provides 
that the constitution of a trade association is deemed to be an agreement to which — 
members of the trade association are parties and that where a direction is given by 
a trade association to members it is to be conclusively assumed that the direction 
was authorized by the constitution and that those members subject to the direction 
were required to comply with it. Further, all members of a trade association are 
deemed to be parties to any agreement made by the association. 


: 
| 
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Section 1 of the Sherman Act, a course of action having the 
advantage of making it possible to invoke the impressive juris- 
prudence which has built up in the United States around Sec- 
tion 1 of the Sherman Act in its long history as a cornerstone of 
American antitrust policy. 

Why did the Commonwealth Government deliberately discard 
American precedent in favor of the British approach to trade 
practices? 

Philosophy of the public interest. Sir Garfield Barwick partly 
answered the question in his statement to the House of Repre- 
sentatives in 1962: 


The Government believes that practices which reduce competition 
may endanger those benefits which we properly expect and mostly 
enjoy from a free-enterprise society. But the Government is also con- 
scious of the fact that the lessening of the competition may, in some 
aspects of the economy, be unavoidable, and, indeed may be not only 
consistent with, but a proper ingredient of, a truly free-enterprise 
system. This is more likely to be so in such a state of growth as we are 
experiencing, and particularly when we are gearing ourselves more 
and more for the export of secondary goods. In short, the Government 
does not subscribe to the view that there are no circumstances in 
which public interest can justify a reduction in competition, but on the 
contrary believes that there may well be some practices, restrictive in 
nature, which are in the public interest... . 

The criterion or test which accords with the Government's philoso- 
phy and its understanding of the needs of the economy as a whole is 
that a practice which in its operation substantially restricts competition, 
either in a particular area or areas of business activity or generally, 
and which cannot be shown to be justified as either conferring a 
public benefit or as having no public detriment, is harmful. Expressed 
in legislative form, the justification may be said to be that the practice 
is not contrary to the public interest. No doubt expressions such as 

“against the public interest,” or “contrary to the public interest,” lack 
complete precision and inevitably leave some room for policy- -making 
in the individual or body which has to apply them to particular facts. 
But they are words which have much tradition behind them, and I 
think they are as precisely expressive of what is presently in mind as 
any words which could be found. In any case, I would propose that 
the words would be accompanied by explanatory provisions indicating 
at least the main elements which the Parliament desired should Be 
considered in this connexion. It will be seen from these remarks that 
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the Government has not favoured the philosophy of the American 
legislation, which leaves little room to justify any reduction in compe- 
tition.*° 


Growing demand for the regulation of restrictive business prac- 
tices. Further explanation requires an examination of the eco- 
nomic and political atmosphere in 1960. The announcement that 
the government even contemplated new legislation surprised 
many in industry since the Menzies government had in its eleven 
years of continuous office exercised a policy of minimum inter- 
ference with the structure and behavior of industry. It carried the 
policy of non-interference to the length of disposing of several 
Commonwealth-owned commercial undertakings.” Nevertheless, 
the Menzies era was one of almost continuous rising costs, and in 
most years only the inflow of capital moneys to the country en- 
abled the government to present a net favorable balance of pay- 
ments situation. Further, there were instances of blatantly restric- 
tive restraints of trade embarrassing to the federal government. 
For example, it appeared that drug manufacturers raised the 
prices of various drugs supplied at government expense under the 
provisions of the federal pharmaceutical benefits scheme and that 
the Commonwealth repeatedly suffered from the device of collu- 
sive tendering in important items of expenditure such as gasoline. 
Moreover, from time to time the press carried stories of retailers 
being denied supplies of goods because they failed to observe re- 
strictions on prices or advertising maintained by relevant trade 
associations. 

In 1956, a venturesome Labor government in Western Aus- 
tralia passed an act eventually called the Monopolies and Restric- 
tive Trade Practices Control Act. The act empowered a commis- 
sioner to make inquiries to give effect to the objects of the act, 
which were to prevent unfair profit-making, unfair methods of 
trading, and unfair methods of trade competition. If the commis- _ 
sioner was satisfied that a charge of unfair trading, for example, 
was proved he could declare the guilty person to be a declared 

38. CPD, HR, December 6, 1962, pp. 3103-310 


39. E.g., the Australian whaling station. It nil have disposed of others, such 
as Trans-Australia Airlines, if it could. 
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trader. In this event the commissioner could issue directions to 
the declared trader to prevent him from continuing his acts of 
unfair trading. A successor government of conservative complex- 
ion repealed the act and replaced it by a measure of no conse- 
quence called the Trade Associations Registration Act, 1959, 
which merely provided for the registration of trade associations 
and certain agreements in restraint of trade. Nevertheless, before 
this happening, the Labor government had set up a royal com- 
mission in 1958 to investigate the operation of restrictive business 
arrangements in the state. The royal commission reported the 
existence of 111 trade associations operating in the state and 
observed that the majority carried on restrictive practices. Ac- 
cording to the commission there was an increasing tendency to 
form associations within the state for the purpose of attaining 
collective agreements on prices and enforcing the substance of 
the agreements. Evidence showed, according to the commis- 
sion, that enforcement measures included the scrutiny of books 
by specially constituted trade tribunals and the institution of fines 
against the offending members.” 

In 1959 the Joint Committee on Constitutional Review, a com- 
mittee comprising members of the government and the opposi- 
tion in both the Senate and the House of Representatives, made a 
report to the Parliament containing recommendations for the 
amendment of the federal Constitution. One of its unanimous 
recommendations was that the Commonwealth Parliament 
should seek by referendum“ an express power to legislate on the 
subject of restrictive trade practices. For the purpose the commit- 
tee recommended that the long defunct Interstate Commission 


ae: Report of the Honorary Royal Commission on Restrictive Trade Practices 
and Legislation (Perth, 1958). 

41. The Constitution, Sec. 128, provides for amendment by parliamentary 
action. A projected alteration of the Constitution first takes the form of a proposed 
law passed by an absolute majority of each house of the federal Parliament. The 
proposed law must be submitted to electors qualified to vote for the members of 
the House of Representatives, and if the proposal is approved at a referendum by a 
majority of electors qualified to vote for the members of the House of Representa- 
tives and if the proposal is approved at a referendum by a majority of electors 
voting in a majority of states and also by a total majority of all the electors voting, 
the proposed law must be submitted for the Royal assent. Upon Royal assent being 
signified the alteration becomes effective. For a history of proposals to alter the 
Constitution see the Report of the Joint Committee on Constitutional Review 
(Canberra, 1959), F8051/59, pp. 170-173. 
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should be revived to perform the role of an investigatory body.” 

The committee’s report contained the following observations 
concerning progressive industrialization in Australia and the need 
for restrictive practices legislation: 


834. The Committee has already had occasion in this report to remark 
upon the growing industrialization in Australia and the emergence 
since Federation of a national economy in contrast with the position 
before Federation when each of the six colonies maintained its own 
distinctive economy and pursued its own colonial interests without 
regard, if need be, to the general welfare of the population of Aus- 
tralia as a whole. These aspects of post-Federation experience were 
described in the Committee’s Report tabled in 1958 and the Commit- 
tee again refers to paragraphs g1 to 103 of that Report. 


835. Within the Commonwealth, although a very substantial propor- 
tion of the community’s wealth is produced by primary industry, there 
has been tremendous progress and development in the manufacturing 
industries. These industries now employ double the numbers that were 
employed just before the outbreak of the last war and the products of 
the major industries such as iron and steel, heavy machinery, motor 
vehicles, chemicals and textiles are distributed throughout the Com- 
monwealth. The major primary industries, such as wool, wheat, meat 
and dairying, have for long provided illustrations of the impossibility 
of dividing the economy in terms of State boundaries. For many years, 
moreover, it has been apparent that the general state of the economy 
can be substantially affected by the level of Australia’s export earnings 
which continue to be derived in the main by the export of primary 
products. The manufacturing industries now provide a further exam- 
ple of the economic interdependence of the people in every State of 
the Commonwealth. Thus, the volume and nature of production and 
the levels of employment and wages in one State concern the other 
States and the people of all States have a common interest in building 
up and maintaining a flourishing export trade in the products of 
Australia’s primary and secondary industries and in the achievement 
of a satisfactory balance of payments position, to which the secondary 
industries are making an increasing contribution. 

42. Sec. 101 of the Constitution provides that there shall be an Interstate 
Commission with powers of adjudication and administration to maintain the 
provisions of the Constitution relating to trade and commerce and all laws made 
thereunder. In 1915 the High Court of Australia held that the commission was not 
a curial body and could not exercise the judicial power of the Commonwealth. 
Thus it had no power to issue an injunction. This surprising decision deprived the 
commission of effectiveness as an adjudicating body. By 1920 the Commission had 


lapsed for want of further appointments to it and to this day has not been revived 
even though the provisions of Sec. 101 are mandatory. 
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837. Other countries which have economies of a type not dissimilar to 
the Australian economy, but which have achieved more industrial 
maturity than Australia, have found it necessary in their experience to 
take some action against the consequences of unrestricted free trade 
and the concentration of resources leading to the limitation or exclu- 
sion of competition. In the opinion of the Committee, the experience 
of these countries indicates that the Commonwealth Parliament 
should have a power to legislate with respect to restrictive trade 
practices. The States already possess this power but the integrated 
nature of the Australian economy prevents them individually from 
acting effectively. At this stage of our economic development, uniform 
policies are required to be adopted throughout the Commonwealth if 
the promotion of the economy, consistently with the public interest, is 
to be properly safeguarded against abuse. 


856. During the present century, industrial progress has been world- 
wide and industrial undertakings of unprecedented size have 
emerged. Australia, like several countries concerned with monopolistic 
and restrictive business practices, has participated in the two world 
wars of the century and encountered the harmful effects of inflation- 
ary booms and recessions which have characterised post-war living. 
These are conditions which provide breeding grounds for trade re- 
straints and the Committee has no doubt that the examples of other 
countries show the wisdom of the Federal Parliament having an 
express power to legislate on restrictive trade practices as the need 
arises to prevent damage to the public interest and general economic 
welfare of the Commonwealth which could occur as a result of the 
adoption of practices purely for the benefit of the private interests of 
the parties. 


Altogether there was sufficient activity in Australia suggestive 
of a growing demand for legislative action to regulate abuses of 
the competitive structure of the economy. Further, as the Consti- 
tution Review Committee indicated, uniform policies were re- 
quired to be adopted throughout the Commonwealth if the pro- 
motion of the competitive system was to be properly safeguarded 
against abuse. 

For those members of the Liberal-Country party coalition 
under Prime Minister Menzies to whom the idea of governmental 
intervention was abhorrent, Sir Garfield Barwick was able to 
point to the fact that it was a Conservative government in Britain 
that was responsible for the Restrictive Trade Practices Act, 1956, 
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and that it was the belief of most Conservatives that the introduc- 
tion of the measure did not result in any loss of popularity at the 
polling booths. 


The policy of non-intervention and the growth of trade asso- 
ciations. The more difficult task facing the Menzies government 
was to evolve an acceptable scheme of regulation. By 1960 
when the government first announced its intention, forty-seven 
years had elapsed since the abject failure of the Commonwealth 
in its proceedings against the coal and shipping combines, and in 
these years, as the economy grew, most people engaged in indus- 
try and commerce had ceased to worry about the Australian In- 
dustries Preservation Act. In 1960 many were quite unaware that 
the act was still part of the law of the Commonwealth. 


Though most of the states also had legislation covering re- 
straints of trade to a limited extent, usually after the manner of 
the Preservation Act, the state laws also continued to gather dust 
and little was done to enforce them.” For their part, the common 
law courts, with their petrified notions of what constituted a 
contract in restraint of trade or a conspiracy to injure the public, 
offered little solace to traders injured by the brute force of combi- 
nations. Altogether laissez faire was the order of the day as busi- 
nessmen sought to promote their interests and profits by a wide 
variety of restrictive devices. In this atmosphere trade associa- 
tions had sprung up in Australia and multiplied, most of them 
devoted to the pursuit of their constitutional objective of promot- 
ing orderly marketing. In 1960 no one was able to say how many 
associations there were in Australia, a fact which the Common- 
wealth acknowledged, but most estimates put the number at 
around six hundred with about one-half or more actively practic- 
ing restraints of trade. 

43. For example, there is the Monopolies Act, 1923-39, of New South Wales, 
creating the offenses of monopolization and restraining trade and allowing an 
injured party to bring an action for treble damages. Unfortunately the major 
provisions only penalize activities undertaken with “intent to control, to the 
detriment of the public.” A judge of the Supreme Court of New South Wales held 
in 1941 that an intention formed by pales ee of a combination of producers to 
obtain as high a price as possible for the commodity as could be got in the market 


was not an intention to inflict detriment on the public. See A. G. v. Brickworks 
Pty. Ltd. (1941) 41 State Reports (New South Wales), 72. 
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In 1963 the Commonwealth published a table of practices re- 
ported by the Tariff Board and other official bodies of inquiry 
responsible to the federal government. For example, Tariff Board 
reports dating from 1958 to 1962 indicated the existence of the 
following restrictive agreements: (1) an agreement among manu- 
facturers of filament lamps fixing prices for their products; (2) a 
stabilization scheme in the timber industry under which a timber 
millers’ association fixed wholesale prices and a timber merchants’ 
association fixed retail prices; (3) common pricing policies main- 
tained by oil companies and manufacturers of rubber tires, re- 
spectively; (4) fixing of prices for nitrogenous fertilizers by a 
company set up to serve as a sole distributor for three manufac- 
turers of sulfate of ammonia; (5) Australian belting manufac- 
turers basing prices on a common list with discounts to distribu- 
tors and users according to an agreed schedule; (6) prices for 
imported and local ceramic tiles fixed by agreement between the 
merchants and the manufacturers. 

Tasmania is Australia’s smallest state. It has only 3 per cent of 
the Australian population and an area of twenty-six thousand 
square miles. It is the least industrialized of all Australian states. 
In 1964 the Tasmanian Labor government set up a royal commis- 
sion to investigate prices and restrictive trade practices in the 
state. The inquiry turned out to be the most exhaustive investiga- 
tion undertaken in Australia into restrictive trade practices. In 
1965 the royal commissioner“ produced a most illuminating re- 
port which presented details of relevant activities of fifty-three 
trade associations in Tasmania. The examples showed that the 
associations practiced a wide range of restrictive activities includ- 
ing the fixing of prices or profit margins, specifying uniform terms 
of dealing, restricting outlets or sharing markets, and restricting 
entry to a trade or industry. In price-fixing alone the Tasmanian 
report included the following examples of agreements by associa- 
tions representing manufacturers: 

1. Fibrous Plaster Manufacturers’ Association of Tasmania 
(Federal body: Fibrous Plaster Federation of Australia and New 
Zealand ). Association fixed the prices of supply and fix of fibrous 


44. Professor J. McBain Grant was the sole royal commissioner. 
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plaster sheet. The constitution of the association provided for 
disciplinary action against a member disobeying the rules. 

2. Builders’ Hardware Manufacturers’ Panel. Members would 
not supply a distributor who was not listed in the common list of 
distributors. Individual manufacturers fixed their own product 
prices, but the panel fixed discounts to distributors. “A” list dis- 
tributors received substantially larger discounts than distributors 
on the “B” list. 

3. Society of Tasmanian Brewers. Fixed the retail prices of 
bottled and canned beer and beer sold in hotel bars. Prices were 
policed by the Australian Hotels’ Association. 

4. Bread Manufacturers of Tasmania. Fixed the selling prices 
of bread baked by members. 

5. Chamber of Automotive Industries of Tasmania (Federal 
body: Federal Chamber of Automotive Industries). Set an hourly 
charge-out rate for mechanical repair work. Members consisted of 
importers of motor vehicles and firms holding the franchise and 
dealing directly with manufacturers of motor vehicles. 

6. Electrical Contractors’ Association of Tasmania (Federal 
body: Electrical Contractors’ Association of Australia). Recom- 
mended a minimum hourly charge rate for labor and distributed 
display cards to members specifying the charge rates for various 
classes of labor. 

7. Tasmanian Retreaders’ Association (Federal body: Austra- 
lian Retreaders’ Association). Fixed standard prices for tire re- 
treading and repairs based on prices set by the federal associa- 
tion. Also enforced tire-pricing policies based on the terms of sale 
imposed by Australian tire manufacturers under which registered 
traders in tires were allowed a volume discount by the tire com- 
panies provided they observed manufacturers’ prices, including 
prices for new and retreaded tires. 

The royal commissioner also reported many cases of price-fix- 
ing involving distributors. In some instances there were arrange- 
ments with manufacturers individually and collectively under 
which the distributors arranged to assume the responsibility of 
maintaining resale prices the manufacturer fixed. Some examples 
of pricing arrangements among distributors were as follows: 
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1. Australian Hotels’ Association (Tasmanian Branch, formerly 
the ULVA). Policed retail prices and conditions of sale fixed by 
the Society of Tasmanian Brewers and fixed the retail prices of 
bottled wines and spirits sold through hotels. Provision for fines, 
suspension, or expulsion of members not observing the rules. A 
hotel had to belong to the association to qualify for rebates and 
discounts on beer supplies. 

2. Pipe Distributors’ Association of Tasmania. As association of 
distributors of steel pipe supplied by the sole Australian manufac- 
turer, Stewarts and Lloyds Proprietary Ltd. The constitution pro- 
vided that the members should observe the prices, discounts, and 
rebates set out in the manufacturer's price schedule. Resellers 
receiving trade discounts had to undertake in writing to observe 
agreed prices. 

3. Plywood Manufacturers’ Association of Tasmania (Federal 
body: Australian Plywood Distributors’ Association). Members 
had to be credited by the Australian Plywood Board, and the 
association policed prices and conditions of sale set by the board, 
which the members were required to observe upon pain of possi- 
ble expulsion and subsequent deprivation of supplies. 

4. Tasmanian Automobile Chamber of Commerce (Federal 
body: Australian Automobile Chamber of Commerce). Member- 
ship of the association was open to persons and firms engaged as 
principals in the motor business, including service stations and 
allied trades. The chamber recommended retail petrol prices plus 
the hourly charge rate for mechanics and the charge for the 
lubrication of cars. 

5. Tasmanian Booksellers’ Association (Federal body: Austra- 
lian Booksellers’ Association). Members of the association main- 
tained agreed retail selling prices and other conditions of supply 
of books published in Great Britain and Australia. The Publishers’ 
Association Committee in Australia specified the conditions, and 
the committee comprised representatives of associations of pub- 
lishers and wholesale booksellers as well as the Australian Book- 
sellers’ Association. 

6. Tasmanian Steel Distributors’ Association (Federal body: 
Commonwealth Association of Steel Merchants ). The association 
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set the selling prices of steel products—the members having 
agreed in the first instance to purchase all their steel products 
from Broken Hill Proprietary Company Ltd. and Australian Iron 
and Steel Ltd. 

7. Wholesale Automotive Supplies and Parts Association of 
Tasmania (Federal body: Federation of Wholesale Automotive 
Supplies and Parts Association of Australia [WASPA]). Arrange- 
ments with various manufacturers included agreements to adhere 
to manufacturers’ list prices in return for trading advantages. 
Association fixed the discounts applicable to the various classes of 
firms buying from members of WASPA. 

Similarity to conditions in Great Britain. The position revealed 
in Tasmania must astonish an American antitrust lawyer. Because 
of the early introduction of antitrust laws and their active enforce- 
ment for most of the twentieth century, American business has 
grown up accustomed to their existence and the laws have un- 
doubtedly strongly influenced the course of business. In Australia, 
as the Tasmanian examples reveal, the position until 1960 was 
otherwise and, as the examples also show, trade associations fairly 
openly carried on restraints of trade which would clearly be of- 
fensive under the Sherman Act. 

The desire for state co-operation. There were at least two addi- 
tional reasons for the banishment of American precedent. In the 
first place it was hard enough to induce several members on the 
government side that there should be legislation, and certainly an 
attempt to strengthen the Australian Industries Preservation Act 
and at the same time retain the criminal sanctions of that act would 
have encountered vehement opposition in the party rooms of the 
government. Second, in seeking to enact new legislation the Com- 
monwealth became conscious of the limitations of its constitu- 
tional powers. A federal antitrust law based primarily on the in- 
terstate and oversease trade and commerce power cannot reach 
out into the whole of Australian commerce and industry. Apart 
from the fact that the High Court of Australia has not accorded 
a federal power the tremendous scope accorded its American 
counterpart, Australia—which is nearly as large in area as the 
forty-eight mainland states of the United States—is divided only 
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into six states, with the result that the proportion of interstate 
trade to total domestic trade in Australia is far lower than in the 
United States. Accordingly, the Commonwealth government 
hoped the States, or at least the leading industrialized states of 
Victoria and New South Wales, would pass complementary leg- 
islation applying its scheme to restrictive practices in the areas of 
production and intrastate trade beyond Commonwealth reach 
under the trade and commerce power. It seemed that the chances 
of obtaining state co-operation were greater if the Commonwealth 
propounded a British-type scheme of registration and inquiry 
rather than seek extension of the offense per se provisions of the 
Australian Industries Preservation Act. As it turned out only one 
state, Tasmania, has expressed its willingness to pass a comple- 
mentary law, and in 1967 the Trade Practices Act was amended 
to provide for Tasmania’s participation in the federal scheme. 


The Trade Practices Act in Operation 


The act is in operation, and the governor-general has appointed 
a commissioner and presidential and law members of the Trade 
Practices Tribunal. Some ten thousand agreements have already 
been registered.* Doubtless the commissioner is anxious to exer- 
cise his judgment and get some proceedings under way, though if 
British practice is any guide, as it should be, it will be many 
months before the tribunal hears its first case.” 

A source of considerable concern is the likelihood of constitu- 
tional challenge to the federal legislation. This is not the place to 
examine the constitutional aspects of the act and the extent of the 
legal problems confronting the Commonwealth, but there are at 
least two major questions of constitutional power which govern 
the scope of the act. The legislation seeks to exploit the federal 
trade and commerce power to its limits in a manner not hitherto 
attempted in a federal law applying generally to commerce, and 

45. As of May, 1968. 

46. Almost two years elapsed between the passing of the Restrictive Trade 


Practices Act and the hearing of the first case under the act by the Restrictive 
Practices Court. 
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whether the act has crossed the brink of the power remains to be 
seen.’ The act also seeks to make use of the federal corporations’ 
power, that power contained in Section 51(xx) of the Constitu- 
tion to make laws with respect of foreign corporations and trad- 
ing or financial corporations formed within the limits of the Com- 
monwealth. It will be recalled that in the case of Huddart Parker 
v. Moorehead, discussed earlier in this chapter, the High Court 
held in 1909 that the attempt to extend the operation of the 
Australian Industries Preservation Act to all the trading activities 
—whether they be intrastate, interstate, or external—of corpora- 
tions under the corporations power went beyond that power. 
Whatever the corporations power might mean, in the eyes of the 
court it did not enable the Commonwealth to make a Jaw regulat- 
ing business conduct irrespective of whether it was in connection 
with interstate or intrastate trade. Nevertheless, Section 7 of the 
Trade Practices Act purports to apply to foreign corporations and 
trading or financial corporations so that agreements and practices 
are examinable even if they are carried on in connection only 
with intrastate commerce. If the section is valid it means a con- 
siderable extension of the scope of the federal act. However, 
validity depends on the willingness of the High Court to reverse 
its decision in the Moorehead Case. 

If the Trade Practices Act is shorn of support from the corpora- 
tions power, it cannot reach into several major areas of Australian 
industry and commerce in the absence of state supporting laws. 
At this stage there seems no likelihood that New South Wales and 
Victoria will pass complementary acts. Therefore, one cannot 
hope that the measure will achieve the level of effectiveness that 
the Restrictive Trade Practices Act has obtained in Britain. In 
Britain the registrar of restrictive trade agreements reported that 
as of June 30, 1966, his register contained details of 2,550 agree- 
ments, 1,875 of which had been determined or no longer con- 
tained registrable restrictions. In the registrar’s opinion the mass 
of price-fixing agreements had been dismantled and there was no 
backlog of important agreements awaiting their turn to be re- 


47. For an account of the constitutional questions see Richardson, Introduction 
to the Australian Trade Practices Act, chaps. viii—xi. 
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ferred to the court. There remained only a handful of agreements 
likely to be defended.* 

It is of some interest that an amendment of the British act in 
1964 brought vertical resale price maintenance under control in 
Britain for the first time and that it did so by rendering void 
conditions in contracts purporting to establish minimum prices to 
be charged on resale and then placing the onus on a supplier to 
seek exemption from the restrictions imposed by the act. This is a 
tougher attitude and possibly suggests that eventually the United 
Kingdom could move more closely to a Sherman-like approach to 
agreements in restraint of trade in the sense of adopting a general 
formula prohibiting restraints. Meanwhile everyone in Australia 
interested in this problem is waiting to see how the Trade Prac- 
tices Tribunal will shape up in its first case. With five states 
sitting on the sidelines the Commonwealth will be anxious to 
vindicate its policy. If the federal scheme should fail, much will 
have been lost by the repeal of the Australian Industries Preserva- 
tion Act. 


48. See the fourth report of the registrar of restrictive trading agreements for 
July 1, 1963, to July 30, 1966, and a commentary on that report in the Modern 
Law Review, XXX (May, 1967), 310. 
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American Influence on Commercial Practice 


Ronald W. Gibbins 


The Transfer of Ideas 


Just as “no man is an island,” so no nation is completely imper- 
vious to ideas and attitudes that originate in other countries. At 
times, either for purposes of subjugation or bureaucratic control, 
thought patterns and modes of behavior are transplanted by force 
from one country to another. However, the transferences of ideas 
discussed in this chapter are, for the most part, not of this variety 
but have been implemented voluntarily for mutual advantage. If 
force has occurred, it has been the force of the market mechanism 
and of the free flow of ideas in the field of commerce. 

The impact of one nation on another thousands of miles away 
can vary markedly in degree. For instance, Indonesia, although a 
populous nation lying only five hundred miles to the north, has, in 
many ways, only a very limited influence on Australia. In the 
commercial sphere Indonesia’s influence is almost non-existent. 
Thus, influence cannot be attributed to geographical location; nor 
is it caused by a common language or by the volume of trade, 
though these are, of course, like geography, relevant factors. 

International influences operate in different degrees in various 
spheres. The American imprint on Australian law, for instance, 
except in a few isolated cases such as constitutional law and the 
Restrictive Trade Practices Act, has been remarkably slight. On 
the other hand, the American influence on commercial practice 
has been profound. While casual observation suggests the exist- 
ence of American practices in Australia, more systematic exami- 
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nation reveals that American influence is, in fact, much greater 
than has previously been realized. 

Some influences can be easily traced and identified, while 
others, though no doubt present, cannot be authenticated beyond 
all shadow of doubt. On the other hand, some influences which 
seem to be apparent on first sight prove on further reflection to be 
merely parallel development in two countries. Similar levels of 
technology, education, and economic development often produce 
similar commercial practices. If one country is economically 
ahead of another, and if particular commercial practices become 
first apparent in that country and later develop in the other, it 
may be erroneously concluded that the commercial practice 
which developed in the first country has been copied by the 
second. Throughout this chapter the word “influence” has been 
used in its widest sense of both active and passive influence and 
not just with the narrower connotation of the exertion of a direct 
and intentional power. Philosophical thought during the Middle 
Ages was influenced by Greek philosophers, but the influence 
would not be due to any activity of the Greek philosophers 
during that period! In the same way, even if the “idea borrowing” 
happened to be on the Australian side, the influence can still be 
said to be American if it is borrowed from that country. 


Importation of Commercial Practices 


Some American commercial practices have been “imported” 
directly into Australia with little, if any, adaptation. These in- 
clude practices which were completely new to the Australian 
commercial scene and were facsimiles of innovations current in 
the United States. Thus, since the turn of the century, factoring 
has been significant in the textile industry in the United States.* 
In the last two decades there has been a substantial increase in 
the practice in other industries, and the relative importance of 
this form of raising finance continues to grow. “During 1965 at 


1. L. K. Brandt, Business Finance: A Management Approach (Englewood 
Cliffs, N. J., 1965), p. 221. 
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least three major banks, First National City Bank of New York, 
Citizens and Southern National Bank, and United California 
Bank, entered the field by purchasing factoring firms.” Although 
previously open to several shades of meaning, the commercial 
term “factoring” is now quite well established in business. It is 
used to describe the practice whereby a firm regularly sells its 
accounts receivable to a financial institution, generally without 
recourse. During the last ten years approximately ten companies 
have been formed to begin factoring operations in Australia. One 
even used the name of the American firm, Talcott Factors Lim- 
ited, although it had no direct connection with its namesake. 
Several of the large trading banks, including the Bank of New 
South Wales, have formed subsidiaries to offer factoring services. 
This was a direct transportation of an American practice in its 
entirety onto Australian soil. In many ways this was a wise deci- 
sion. If an overseas practice is to be instituted, then there is little 
point in modifying it merely for the sake of change. In the case of 
factoring, by reading the appropriate chapter of a standard Amer- 
ican text, an Australian who is unfamiliar with factoring can gain 
a good working knowledge of the way in which factoring oper- 
ates in Australia. 

Although the term “stock option” is sometimes used in many 
countries for an option to convert a fixed interest security to 
shares or stock, it is now also used to describe the undertaking 
given by a writer to buy or sell a parcel of stock at a predeter- 
mined price. When Stock Options of Australia Limited began 
bringing the writers of options and the general public together in 
Australia, advertisements stated that American terms and prac- 
tices would be followed. The practice of making stock options is 
now well established, and the price of a “put,” a “call,” and a 
“straddle,” as the options are called, is quoted daily in the Austra- 
lian press. Because of the thinness of the market, however, it is 
usual for prices to be quoted tentatively and to be confirmed on 
request. An investor who has a parcel of shares in a corporation 
and who feels that the market price might decline can, of course, 


2. P. Hunt, C. M. Williams, and G. Donaldson, Basic Business Finance (Home- 
wood, Ill., 1966), p. 225. 
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liquidate his investment. There are, however, other avenues open 
to him. He can take a “put option” to protect his holding against a 
short-run fluctuation and at the same time hold his original parcel 
for long-run growth purposes. This is a direct borrowing from 
American practices. 

The growth of security analysis in both countries is such a 
natural outcome of the growth of stock transactions that it might 
be assumed to be merely parallel development and not a trans- 
planted practice. However, that there has been American influ- 
ence seems clear from the name given to the practice. Persons 
operating in this field in Australia are known by the United States 
description, “security analysts,” rather than as “share and deben- 
ture analysts,” which they would have been called had this been 
purely Australian. Furthermore, in postwar Australia several 
firms, such as Trendex Proprietary Limited, have been formed to 
proffer advice on the purchase and sale of investments, using past 
market performance as a guide to future trends. The use of 
American expressions in much of their publicity material corrob- 
orates the assumption made above that the business was bor- 
rowed from America and was not purely an original Australian 
innovation. 

In one sense, the nature of the top-level organization of a 
company, i.e., whether it has a number of vice presidents who are 
responsible for individual divisions in the corporation, or whether 
it has a board of directors which leaves the detailed running of 
the company to executives outside the elected board, is a matter 
for individual decision. The form adopted will be influenced by 
the needs of the company, its history, and the individual tempera- 
ments and capabilities of the board members. However, in this 
sphere, as in many others, one company is often influenced by 
practices adopted by other companies. Because much of the liter- 
ature about company organization has been produced in North 
America, that influence has been both prominent and permeating. 

A classical example of the way in which Australia has been 
influenced by the United States is provided by the largest com- 
pany “down under,” namely, Broken Hill Proprietary Company.’ 

3. Business Week, March 4, 1967, p. 56. 
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Recently when Broken Hill decided to overhaul its organizational 
structure, the company called in the three largest United States 
management consultant firms and eventually selected Cresap, 
McCormick and Paget of New York to draft a new organizational 
chart for the higher management levels. Two of the senior part- 
ners of that firm spent three months in Australia surveying the 
BHP’s operations and requirements and then spent three months 
in New York drafting their recommendations, which were put 
into effect on February 1, 1967. 

Although it would not always be possible to document posi- 
tively all the American patterns that have been adopted, it is 
nevertheless correct to say that actions taken in management 
spheres in the United States are often used as guidelines for 
action in other countries. This does not mean that in Australia 
there is blind acceptance of any overseas practice, but rather that 
there is a willingness to appraise any external innovation and to 
incorporate the best practice available, whatever the source of its 
origin. 


Parallel Developments 


In the next group of practices to be outlined, the economic 
grounds for change and innovation are greater than in those first 
mentioned. In this second group it is quite possible that, even if 
there had been no American precedent, some change would still 
have been made to meet altered circumstances. It has therefore 
been necessary to take particular care to establish that innova- 
tions were due to American influences and were not spontaneous. 
Without imported guidelines, the changes that occurred would 
have come later, or would have taken different forms. 

Until the 1940’s the normal method of grocery retailing in 
Australia was by sale over the counter, the articles being selected 
by the grocery employee. Not all of the stores were sole traders, 
many being owned by large organizations which did their own 
wholesaling. There were a few self-service stores, some of which 
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had operated for a considerable number of years, but there was 
no trend toward them until the supermarket swept all before it. It 
could be argued that this change in grocery retailing was caused 
by the growth of the number of automobiles. Such, however, was 
not the case. The alteration was caused by direct implementation 
by Australian businessmen who had observed methods of retail- 
ing while visiting the United States. The first group of stores in 
northern New South Wales to convert from the traditional 
method of distribution to the supermarket method, was Lind- 
strom Brothers Proprietary Limited, when they reorganized their 
thirty-six stores under the name of Goodways Proprietary Lim- 
ited. This conversion followed a trip to the United States by one 
of the Lindstrom brothers, Mr. F. A. Lindstrom. In the newspaper 
publicity about the new methods being introduced it was stated 
that Goodways was following recent American trends. It may be 
inferred that this was believed to be an attraction to consumers. 
On the other hand, the partial demise of the wholesale grocery 
trade is a parallel development caused by the growth of economi- 
cal road transportation which makes possible, and more conven- 
ient, direct links between manufacturers and retailers. Though it 
has not been possible to establish any American influence, the 
possibility that it exists should not be excluded. The entry of 
American firms into the food manufacturing business in Australia 
—for instance, Heinz, Kellogg, and Nabisco—gives some credence 
to this view. 

Hard on the heels of the supermarket came the regional shop- 
ping centers. Again, it may be argued that these were simply a 
result of the traffic congestion following the widespread owner- 
ship of automobiles. Of course traffic congestion was a contribut- 
ing factor, but it should be noted that it had been a problem for 
many years, particularly in the Sydney and Melbourne metro- 
politan areas, without causing risk capital, to the tune of the two 
to ten million dollars required to establish the parking lots, air- 
conditioned malls, etc., to be invested in shopping centers. Execu- 
tives of Coles, Myers, and Woolworths visited the United States 
and came back with enthusiastic reports of potential investment 
projects in the relocation of retail stores. 
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American Innovations 


The two groups of practices discussed thus far can be de- 
scribed as “Australia-oriented” or as “imported” ideas. The next 
group of practices for consideration leans more to “United 
States—oriented” or “exported” ideas, since the motivation for the 
transfer of practices was largely American. 

Overseas investment in Australia has been at the rate of ap- 
proximately $400 million per annum and the American proportion 
has been rising.“ Names such as International, Sunshine Har- 
vester, General Motors, Ford, Chrysler, Le Tourneau, Kellogg, 
and Heinz are as well known in Australia as in the United States. 
The senior executives of Australian firms with these names are 
often United States citizens trained in the parent company, and 
Australian executives on the staff of American subsidiaries regu- 
larly visit the parent company. This direct relationship with 
another country’s methods of operation serves to bring direct mar- 
keting to consumers or retail outlets instead of through whole- 
salers. It also influences personnel management, for instance, by 
the introduction of incentive schemes like one instituted by 
Lincoln Electric. These have been direct importations. Finally, 
American parent companies influence accounting methods. Some 
companies, such as Ford, have accounting methods and account- 
ing forms which must be adhered to, not only by subsidiaries, but 
also by agent-distributors. These systems are generally well con- 
ceived and are excellent control mechanisms. It must be added 
that the widespread nature of the United States firms has caused 
them to have a permeating influence on the rest of the economic 
community. 

Many American public accounting firms are now well-estab- 
lished in Australia. This is a fairly recent development, having 
occurred mainly in the last two decades. It has been achieved in 


Commonwealth of Australia, Report of the Committee of Economic Enquiry 
(Chihena. 1965), I, 278 (hereafter cited as the Vernon Report) eee “The 
annual rate of investment from North America has risen, to rough equivalence 
with that from the United Kingdom. Much of the North American investment is 
comparatively recent.” 
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two ways. Many American corporations with subsidiaries in Aus- 
tralia have made arrangements for their own American auditors 
to set up branch offices in Australia to undertake the audit of the 
subsidiary. Second, several large auditing firms in Australia have 
been “taken over” by United States firms. The move toward 
amalgamation and affiliation has been inspired as much, if not 
more, by the wishes of those who live south of the Equator. In 
consequence, there has been a substantial influence on Australian 
auditing practice in general. Furthermore, Australian seniors in 
such firms as Price Waterhouse regularly visit the United States 
and so are in touch with American trends. The American firms 
have helped the trend toward audits of principle rather than 
audits of detail; that is, the American auditing firms have tended 
to review the whole operation of the organization, rather than 
restrict themselves to the accounting records. One beneficial ef- 
fect has been that the larger firms have been able to command a 
greater measure of independence. The loss of a client can be 
disastrous to a small accounting practice, but to a larger account- 
ing firm the loss is relatively less severe. 

The application of mechanical and electronic labor-saving de- 
vices to the accounting process is far from complete anywhere in 
the world. As new techniques have been developed in the United 
States, their application overseas has followed without great 
delay. The use of magnetic tape on accounts-receivable records 
and of magnetic printing on checks is now well established “down 
under.” Noticeably, at a recent seminar on automatic data proc- 
essing in Newcastle, New South Wales, which was conducted by 
the Australian Management Association, the three firms repre- 
sented, which provided the equipment and speakers, were all 
American—Burroughs, International Business Machines, and Na- 
tional Cash Register. With good liaison between the headquarters 
of electronic equipment companies and their Australian subsidi- 
aries, the time lag across the Pacific for improvisation implemen- 
tation would not greatly exceed the time lag across the North 
American continent. Computers, as we know, were not devised 
for commercial purposes but were very quickly adapted for com- 
mercial use. As their installation in Australia has been largely 
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undertaken by the three above-mentioned firms plus Honeywell, 
developments in the United States have found a ready market 
across the Pacific. Mark sensing (the automatic machine recogni- 
tion of data input), for instance, has been used by a Newcastle 
firm for several years. The techniques computer application now 
makes economically possible, such as constant revision of stock 
usage rates, have been transplanted. Quite a deal of original work 
has been undertaken. One Australian firm (Australian Paper 
Manufacturers ) is at the moment spending a year writing a pro- 
gram so that new specification sheets can be costed automatically 
for their standard costing system. 

The next category to be considered is education. It is in this 
field that perhaps the most intensive and far-reaching American 
influence is being felt and disseminated. To give some quantita- 
tive measurement of the use made of American text and reference 
books by my own university, the following list shows the percent- 
age of books having United States origin.” 


Percentage 

Accounting | 56 

ll 75 

Ill 50 

IV 100 
Auditing 88 
Business finance 90 
Taxation 0 
Commercial law 0 (Thirty non-American texts and 


references are used.) 


This list, of course, cannot be an exact measurement since it gives 
each book the same weight. In Accounting III, for instance, the 
Australian texts are given more weight by the lecturers in this 
field. Since text and reference books are chosen on a “best avail- 
able” basis, their use indicates the high regard in which many 
American authors are held by Australian educators. It should 
speedily be stated that there are many books on accounting and 
allied subjects rolling off the Australian presses, and in the inter- 


5. University of Newcastle, N.S.W., Faculty of Economics and Commerce, 
Handbook (1966). 
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est of national pride it would be quite possible to construct a 
good accounting course using only Australian textbooks; but it 
would be akin to having the University of Florida limit itself to 
textbooks published in that state. The students would lose. The 
country of origin has not been the dominant factor in the minds 
of those responsible for textbook selection in Australia. The im- 
pact the use of American texts has, as a long-run permeating 
influence, can readily be imagined. From among commerce grad- 
uates will come a large percentage of Australian leaders of indus- 
try. All of them, because of their university training, will be aware 
of American practice and thought and will be in a position to 
implement the best of that with which they have become famil- 
iar. 


Accounting Practices 


In many ways this change in the location of the main contribu- 
tor to accounting practice is an example of the free flow of com- 
mercial practice around the world. The industrial world is always 
willing to accept good new ideas and it knows little of interna- 
tional tariff barriers. “British accountants came to the United 
States and developed both accounting and public auditing.”* This 
“transplanted” accounting has taken root and flourished to such a 
high level of sophistication in the United States that it is itself 
being exported to countries like Australia. 

Budgeting, marginal analysis, and cost variance analysis, in one 
form or another, are ancient practices, but their regular applica- 
tion to business situations is of more recent origin. The growth of 
standard costing, of sophisticated variance analysis, and of the 
implementation of elaborate and prompt systems of control has 
been largely North American. In the interest of accurate report- 
ing it should be mentioned, however, that operations research, 
which has spread so rapidly in the industrial world, began during 
World War II in the United Kingdom. The application of mathe- 


6. Norton M. Bedford, “The International Flow of Accounting Thought,” 
International Journal of Accounting Education and Research, I, No. 2 (1968), 2. 
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matical models to commercial problems, in areas such as inven- 
tory control, has developed in the last fifteen years in the United 
Kingdom, the United States, and elsewhere. But other recent 
innovations, such as linear programming, PERT, critical path 
analysis, and the application of probability theory to business 
situations, have had largely, and sometimes exclusively, an Amer- 
ican origin. The textbooks in this field speak for themselves. 

The Australian Society of Accountants invited Professor W. J. 
Vatter of the Graduate School of Business Administration, Uni- 
versity of California, Berkeley, to spend three months in Australia 
during 1964 and, at the conclusion of the investigation, to submit 


a report.’ Vatter made several recommendations which reflect his _ 


country of citizenship. He stated that the society should largely 


vacate the educational field, that admission standards should be 


raised, that academic training should precede on-the-job training, 


that full-time academic training should take precedence over 


part-time study, and that the society should have one final exami- 
nation to be taken at the completion of academic training. Pro- 
fessor Vatter, without doubt, brought to bear here the years of 
commercial experience which he gained in his own country. 


Labor Relations 


There are many other influences which could be mentioned, 
one being in the field of industrial relations. For half a century 
Australia has had a government-sponsored arbitration system. All 
disputes must be reported to the Department of Labor and In- 
dustry, whose arbitrators and conciliation commissioners are 
available to settle differences in interpretations of awards, demar- 
cation disputes, and fixing conditions. Judges are appointed to fix 
award rates, etc. This subject is dealt with in other chapters in 
this book, but it must be mentioned here that some sections of the 
trade union movement want to follow American practice and 
adopt direct bargaining. 


7. The Chartered Accountant in Australia (Sydney, 1964). 
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Semantics 


Of particular interest is the field of semantics, which could be a 
study in itself. Just as many English words incorporated centuries 
ago have Latin and French origins, so today many American 
words have been incorporated into other languages, for instance, 
into French. Similarly, in Australia we have “supermarkets,” 
“drugstores,” “lubritoriums.” We use “input” data. Furthermore, 
we now tend to debase certain words, so that adjectives such as 
“giant ” and “large,” as in the United States, cease to have mean- 
ing. To illustrate the point of how we have grown to accept the 
debasing of words, Grant and Bell cite the case of a hypothetical 
firm which produces two products.* (They mention this case, not 
in connection with semantics, but simply to illustrate a point in 
accounting.) The standard product of this firm is called the “de 
luxe” model, and the superior model is the “super de luxe”! 

In a related area the present Australian trend toward more 
informal business letters is decidedly American in origin. The old 
practice was to build up a business jargon and style. The addres- 
see was never “told,” he was “informed”; he was not “written to,” 
he was “communicated with.” I can well remember a letter which 
came about sixteen years ago from the Corning Glass Works to 
the firm where I was employed. It was about twice as long as a 
similar Australian letter, but it was probably written in about half 
the time because of its smooth-flowing, informal, narrative style. 
The letter stated that Corning was having labor troubles and no 
definite delivery date could be promised but that an attempt 
would be made to ship the order during the coming fall. This 
letter was so refreshing in style that it was circulated unofficially 
among some members of staff. 


The Media of the Transfer of Ideas 


The media through which influence is transmitted are many 
and varied and include radio, newspapers, magazines, and, as 


8. Eugene L. Grant and L. F. Bell, Basic Accounting and Cost Accounting 
(New York, 1964), p. 48. 
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previously mentioned, textbooks. Perhaps the medium currently 
exerting the strongest influence is television. By deliberate goy- 
ernment choice Australia was late in entering the field of televi- 
sion. Yet most Australian homes have had a television set for the 
major part of the last decade. Unfortunately, the hours spent in 
front of the television screen by many householders rival, if not 
exceed, those in similar American homes. About 50 per cent of 
programs received are of United States origin, and the Australian 
family witnesses its American counterpart going off to buy gro- 
ceries in the evening, having an argument over the second car, or 
opening the tin of pork and beans on an electric can opener. It 
sees the American housewife engaged in outside employment. 
Constantly watching American consumer habits on television is 
bound to have an influence on demand. There will be no strong 
demand for facilities which are not currently available, unless the 
general public is aware that these facilities are available else- 
where. Late Friday shopping was discontinued in New South 
Wales in 1940. The move to revive longer trading hours, now 
taking place there, has no doubt been influenced, even if not 
originated, by overseas practice. 

Although some Australians would be reluctant to admit it, the 
image which the word “American” conjures up for them is a good 
one, and it has been used as a selling point. Quite often the sign 
“American Laundrette” or “American Motel” is used to imply that 
the service or product is really superior. Brand names for cloth- 
ing, such as “Manhattan” and “New Yorker,” are also much in 
evidence. One of Australia’s largest ice cream manufacturers used 
to be called “Peters’ American Delicacy Company.” 

Endowed lectures are widely read and often have an impact 
beyond the country in which they are given. Furthermore, many 
endowed lectures are given both in the United States and Aus- 
tralia. Coupled with this, commercial firms in the United States 
seem to be willing to sponsor critical and analytical appraisal of 
current trends. As an instance of this practice, for the past fifteen 
years Hayden, Stone, stockbrokers, have conducted forums to 
which prominent corporate and financial officials are invited to 
give their companies’ outlook to the investing banking commu- 
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nity. In the fifth of a series dealing primarily with accounting 
principles, Mr. R. M. Trueblood spoke on “A Season of Head- 
hunting?” Following the lecture a booklet was published in 
which he criticized and warned his own profession of accountants 
regarding “actions which are morally questionable.” What is sig- 
nificant is that although both countries have regular endowed 
lectures the United States has a practice of sponsoring lectures in 
which various people in many walks of life are given an opportu- 
nity to appraise their profession’s role in society. Because of their 
wide circulation, lectures like the one just mentioned are read in 
Australia and make an impact on commercial life there. 

Another source of American influence comes from the fact that 
during World War II American servicemen were stationed in 
Australia. Although the main concentrations were in the Bris- 
bane-Townsville area, there were sizable numbers elsewhere and 
many went on leave to the various capital cities. The presence of 
such a large body of citizens from another nation for an extended 
period of time would normally have a considerable effect because 
of the demand for commodities to which they were accustomed, 
for the business community usually reacts with alacrity when 
there is demand pressure. However, as a consequence of wartime 
controls on investment and of manpower restrictions, what could 
have been a major source of American influence seems to have 
had little impact. 

Of greater significance has been the impact of those American 
servicemen who, while on service in Australia, noticed investment 
opportunities and returned after the war to begin cotton-growing, 
to contribute new techniques in beef production, and to enter 
various service industries such as the motel business. I have been 
impressed by the number of United States citizens who have 
inquired of me personally, in the course of conversation, regard- 
ing investment opportunities in Australia. Perhaps the high rate 
of return which has been earned by American investment “down 
under” in the postwar years aroused this interest. Without undue 
pessimism it should be stated that a thorough investigation of this 


g. R. M. Trueblood, “A Season of Head-hunting?” AICPA paper, New York, 
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phenomenon should be made by intending immigrants before 
accepting the high rate of return as a precedent. 


Mores and Attitudes 


If I were to go on enumerating specific instances of American 
influence on Australian commercial practice, I would omit a 
major source of influence that is far harder to define, that is much 
harder to measure, and that some may reject, but which is, I feel, 
perhaps more important than any of the above-mentioned exam- 


ples. I refer to American attitudes toward business, toward in- — 


dustrial enterprise, and toward life. I was gratified to note the 
reference in the University of Illinois publication, “A Statement 
of Basic Postulates and Principles,” regarding the degree of reli- 
ance which should and can be placed on accounting reports.” 
The important point at the moment is not whether the opinion is 
correct or otherwise, but that this highly important and, in a 
sense, intangible factor was given so much weight. Actually I 
agree with the verdict that American accounting reports are nor- 
mally highly reliable. One of the best proofs is found in Graham, 
Dodd, and Cottle’s Security Analysis.” A security analyst does 
not hesitate to criticize the accounting profession, so that any 
expression of opinion is not a case of special pleading by a profes- 
sion with a vested interest in its own image. Graham, Dodd, 
and Cottle’s earlier texts had questioned the veracity of account- 
ing reports generally, but in their latest edition they state: “Tf 
we repeated the same warning in this edition, we ourselves 
would be misleading. Deliberate misreporting by large organiza- 
tions is so rare that it can be disregarded.” It would be naive to 
conclude that accounting reporting in the United States is be- 
yond reproach. R. M. Trueblood’s endowed lecture, mentioned 
earlier, refutes this view.” But it is safe to say that the reports of 


most of the large firms are received by the investing public with a — 


high degree of confidence. As there is much interest by Australian 


10. Illinois University Center for Education and Research in Accounting, A 
Statement of Basic Accounting Postulates and Principles (Urbana, 1964), p. 5. 

11. Benjamin Graham, David L. Dodd, and Sidney Cottle, Security Analysis 
(New York, 1962), p. 108. 

12. Trueblood, “A Season of Head-hunting?” p. 5. 
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accounting bodies in overseas developments, trends, and thought, 
this attainment has not gone unnoticed. 

Other attitudes are noticed by Australian executives traveling 
abroad. The initiative and drive of the American businessman is a 
popular image and, of course, is often exaggerated. It is true to 
say, however, that the average American executive starts earlier 
in the day and works longer hours than his Australian counter- 
part. Whether this is good or bad is naturally a value judgment. 

Another attitude, with a consequent effect not only on commer- 
cial practice but also on productive performance right down into 
the lower echelons, is the American spirit of co-operation and the 
evident genuine desire to get the job done. The Australian gross 
national product per head is presently approximately half to two- 
thirds that of its American counterpart.” I would attribute the 
difference more to the American spirit of co-operation than to 
anything else. It must be admitted, however, that the basis for 
comparison is an approximation because comparisons of gross 
national product per head between countries are open to various 
interpretations. From a perusal of American newspapers it seems 
that co-operation in the United States still leaves much to be 
desired, but I have tried to be objective and to avoid looking at 
situations through rose-colored glasses. After giving the matter 
much thought I must say that, even though co-operation is often 
lacking between divisions in industry in North America, there are 
many countries, including my own, where it is even less in evi- 
dence. 

It could be argued that the difference in GNP per capita is due 
to technical factors. These do play a part, but in many areas our 
market is large enough for us to operate above the minimal 
optimal scale. In many basic industries, such as steel production 
and electricity generation, our units are as large as their American 
counterparts, even if not as numerous. With the wide dissemina- 
tion of knowledge, the difference in know-how is marginal even 
though we would like to believe otherwise. In any case, know- 
how can generally be imported. However, the attitudes of busi- 
ness executives are often a parameter which is a little difficult to 
adjust upward. Thus, individual co-operation and integrity in 

13. Sydney Morning Herald, Japan Supplement, April 17, 1967, p. 2. 
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commerce and industry generally have a marked bearing on out- 
put per head. An executive can often misdirect resources because 
of personal empire-building. Coming nearer home, if a lecturer in 
accounting duplicates the work of other lecturers, fails to update 
his knowledge of what is being done in practice, misses mathe- 
matical techniques, or, conversely, uses quantitative methods at 
the expense of more useful matter simply because they are high- 
sounding, then this is a waste of student resources. In our com- 
plex industrial society, with such indirect means of production, 
the degree of co-operation has a growing bearing on the level of 
output. 

Another factor is that information which is given by firms in the 
United States is not always given by Australian companies. It is a 
common practice in the United States for firms to allow inspec- 
tions of their plants by visiting groups of engineers, chemists, ete. 
At technical conferences where know-how is shared, the benefit 
received by the group is very much dependent upon the attitudes 
of the participants and their willingness to share information. The 
current attitude in the United States preserves a good balance 
between the sharing of knowledge which is universally useful and 
the preservation of confidential data, which is sometimes neces- 
sary in a competitive economy. As the amount of information and 
service which it is considered should be given is affected by the 
amount which others are prepared to give, the influence of Ameri- 
can firms in Australia has had, and is having, an effect that has 
already been mentioned. An example can be given of how the 
attitude to information sharing adopted in one country can cause 
a similar attitude to be adopted in another. Most firms in the 
United States state the volume of sales in their published finan- 
cial statements. This fact was brought to the notice of the presi- 
dent of the Institute of Chartered Accountants in Queensland by 
Mr. R. I. Dickey of the University of Illinois while he was in 
Australia with the American armed forces during World War II. 
With the client’s consent it was decided to publish the sales figure 
of a large Brisbane retailer. The innovation aroused much com- 
ment, and today from 20 to 30 per cent of Australian firms have 
adopted the practice. 

14. R. I. Dickey, Accountants’ Cost Handbook (New York, 1960). 
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It is difficult to measure the honesty of a group of people or to 
measure it in any absolute sense against the honesty of another 
group. When there is no wind velocity gauge one must attempt 
some calibration from straws in the wind, and this is all that can 
be attempted in this regard. Conclusions in this sphere are open to 
question, and instances could be quoted ad nausea—on both 
sides. The reason why it is raised here at all is that it is vitally 
important because of two factors. First, if in an article only those 
points are raised which can be measured objectively, a misleading 
picture could be presented if the subjective factors are of more 
importance. Second, if there is a factor which plays a significant 
role in national well-being, it should be clearly faced even though 
the appraisal may not be complimentary. The value judgment is 
not, however, made lightly, but only after considerable observa- 
tion and reflection. The instances following give an indication of 
the “straws” used in the appraisal. 

I was surprised to see a self-service bag collection system in 
operation at the Greyhound bus terminal at Houston, Texas, with 
a bin for the receipt of baggage tickets, despite a fifty-dollar 
automatic insurance on lost baggage. The cumbersome and ex- 
pensive internal control of Australia’s State Railway system must 
contribute substantially to annual railway financial losses. Gener- 
ally the continued implementation of an honor system is heavily 
dependent upon the past experience of its operation. Several 
large retail companies in Australia, Reid Murray and Latec, for 
example, have gone into liquidation, and the prime cause has 
been bad debts (and their corollary, mismanagement of debt- 
ors).*° I hasten to add that the average Australian is a good 
citizen and would not take that which is his neighbor’s. However, 
the irresponsible element that exists and the irresponsible atti- 
tude toward corporate and public property by a larger element 
are very costly when thought of in terms of the commercial 
systems required to counteract them. With transportation cost 
from overseas involving 8 per cent or less of the total cost, the 
oncost due to fraud prevention does not have to be high to cause 
firms to import rather than buy locally. 


In our industrial society, with complex means of production, it 
15. Interim Report of the Affairs of Reid Murray (Melbourne, 1963). 
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is often difficult to measure the contribution by an individual to 
the total pool of resources and compare it with the amount of 
resources withdrawn by him. Once it becomes an accepted mode 
of behavior for each member to withdraw as much as possible, 
while contributing as little as possible, then the volume of goods 
and services produced, which can be shared by the community, 
will be much smaller. It seems to be appreciated, at least in some 
quarters, that intangible attitudes have a real bearing on material 
well-being. John L. Carey in an AICPA publication takes the 
view that corporate reports will be reliable only if accountants 
have a high standard of integrity." He mentions the Christian 
foundations of American behavior patterns and the constant need 
of a motivation for ethical behavior. There appears to be a greater 
readiness to discuss these subjective but vital factors in commer- 
cial life in the United States. As books such as J. L. Carey’s 
A.I.C.P.A. Plans for the Future have a wide circulation and are 
read and discussed in Australia, their contribution to commercial 
attitudes has an overseas impact. 

In one sense honesty, co-operation, initiative, and desire to 
work cannot be imported. Yet no man and no nation lives to itself. 
We are all often influenced in our behavior by the attitudes and 
actions of others. It has already been pointed out that by reading 
American journals, textbooks, and magazines, Australian univer- 
sity students are aware of American attitudes toward disclosure, 
the emphasis placed on honest reporting, and the function of the 
Small Business Administration in fostering new enterprise. In this 
sense the “attitudes” of one nation can be “imported” into an- 


other. 


The Time Lag 


Just how long does it take for practices in one country to be 
incorporated into another? Can any statistic in one nation be used 
as an economic indicator (suitably lagged) in another? In indi- 
vidual areas the rate of transference of both ideas and processes is 


16. J. L. Carey, A.I.C.P.A. Plans for the Future (New York, 1965). 
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extremely rapid. The basic oxygen method of steelmaking moved 
very rapidly from Austria to countries around the world, despite 
the heavy investment in conventional steelmaking methods. 
However, in the whole complex of an advanced society, it takes a 
longer period for the ramifications of new processes to be worked 
out. The report of the Committee of Economic Enquiry states, 


Australia’s pattern in 1961 was similar to that of the United States in 
1950. . . . The rate of increase of professional and technical occupa- 
tions, and of clerical occupations in the 1950's was more than that of 
the work force as a whole. . . . If this pattern of change is likely to be 
repeated in Australia—and to the extent that it is based on changing 
technology—some similarity with the United States’ experience must 
be expected.” 


It is not, of course, suggested that a blind mechanistic lead 
time can be taken in all areas, but there are many spheres where 
guidance regarding future trends can be obtained from American 
experience. It should be pointed out that a practice must be 
economically desirable, or at least considered so, before being 
imported. Normally in the commercial sphere a project will not 
be undertaken unless it will either enhance profit or prevent a 
deterioration of it. But as the future result of a present course of 
action is often uncertain, the result of similar actions overseas is 
used as a guideline. 


Possible Future Developments 


What current American practice could make its appearance in 
Australia? Subordinated debt has been subrogated for preferen- 
tial stock in the United States. This innovation has not yet 
appeared on the Australian scene, but it will probably do so 
within a few years. As opposed to American practice, at the 
moment all shares quoted on Australian stock exchanges have a 
nominal value. Even though this nominal value may be far re- 


17. Vernon Report, I, 86. 
18. W. H. Husband, "Modern Corporation Finance (Homewood, IIl., 1966), p. 
575- 
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moved from the market value and even the asset-backing per 
share, it is still invariably quoted in the Stock Exchange Gazette.” 
The informed investor realizes that the nominal value is purely of 
historical significance and may have no more bearing on his in- 
vestment decision than the price of the company’s products at the 
end of last century. However, many, and it is safe to say most, 
small investors do give some weight to the nominal value per 
share. In the sense that anything which obscures accurate meas- 
urement hinders sound judgment, this constant publishing of 
nominal values tends to be misleading. In the United States the 
problem has been overcome by the use of “no-par value” shares. 
The effect of this practice is to highlight the true facts, namely, 
that a share is worth what it will fetch in the market and this is 
determined by future expectations and not the far distant past. It 
was disappointing to see that in the revised companies’ acts 
which were passed by most Australian states in the early sixties 
there was no provision for “no-par value” shares to be issued. 
Their omission would support the view expressed earlier that the 
legal profession has been more inclined to follow English, rather 
than American, precedents. Because of the lack of financial 
incentives, the introduction of “no-par value” shares is not as 
likely as is the introduction of subordinated debt. The latter 
would result in a tax saving, but the former would result in better 
investor information without a corresponding benefit accruing to 
the issuing company. 

Why should it be that in the field of commerce America should 
have had such an influence, while at the same time having so little 
influence on law? Of necessity, business management must be 
dynamic, constantly looking for new ways of doing things. Law, 
on the other hand, of necessity is constantly looking backward to 
see what the precedent is in this case and what the established 
custom is in other spheres. This is no reflection on the legal 
profession, but is, in part, the nature of the profession. From time 
to time the law has to be revised and changed to meet new 
situations, but even in these cases, such as the Australian “uni- 
form companies’ acts” and the restrictive trade practices legisla- 

19. Sydney Stock Exchange, Stock Exchange Gazette, December, 1966. 
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tion, the custom has been to follow Britain rather than the United 
States. Business, on the other hand, has to have an eye on the 
future rather than the past. As the future is perceived relatively 
dimly, there is a constant search for guidelines. Performance in 
the United States, suitably lagged, will sometimes act as a pointer 
to future Australian performance; for example, the consumption 
of aluminum per head has been followed with interest by some 
executors in the steel industry, and trends in the popularity of 
radial tires in the United States will probably give a pointer to 
future Australian popular demand. 

The free flow of competitive enterprise in North America often 
has sufficient bargaining power to produce very able and dy- 
namic leadership. The market mechanism is by no means absent 
in Australia, and each corporation is under constant pressure both 
to adapt itself to changing needs and, at every opportunity, to 
introduce progressive changes. That so many of these changes 
have followed American practice is an indication of the virile 
state of commercial practice in the United States. 

Is there any advantage to the United States if its commercial 
innovations are emulated overseas? One which immediately 
comes to mind is the facilitation of operation of overseas subsidi- 
aries. Investing companies already have the mammoth task of 
coping with varying taxation laws in the countries in which they 
operate. This is further complicated by varying customs and im- 
port regulations. If to this are added varied commercial practices, 
then the complexity is compounded.” I am not advocating sim- 
plicity for the sake of simplicity, but as we avoid unnecessary 
complications, attention can be given to other more rewarding 
problems. The cost to the United States is very slight, if there is 
any cost at all. 

As I have been preparing this chapter, I have often been 
haunted by the words of Sir Walter Scott, “Breathes there the 
man, with soul so dead, who never to himself hath said, “This is 
my own, my native land.’” Like Joseph Conrad I would not like 
to “blame the village church for not being a cathedral.”” Australia 


20. Vernon Report, I, 275. 
21. Joseph Conrad, Youth (Leipzig, 1927), p. 28. 
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is a great country with a good endowment of natural resources— 
coal, iron ore, bauxite, zircon, rutile, lead, zinc, and now oil and 
natural gas. Its citizens are independent, resourceful, in some 
ways proud, and, although not intensely so, nationalistic in out- 
look. It has a wonderful climate and some very enterprising peo- 
ple in many fields, but I am concerned about the irresponsibility 
which has crept in in some quarters, and which may increase, and 
also about the general inertia of many members of the public and 
the failure to appreciate and grasp the opportunities which are 
ours. Any nation which fails to analyze and evaluate current 
trends and practices, or which is completely insensitive to criti- 
cism, can be in a very suboptimum position in its performance 
chart. At the commencement of this chapter the view was ex- 
pressed that the American influence on Australian commercial 
practice has been profound. Many examples have been given and 
the list is by no means inclusive, but it should be noted that 
American influence extends far beyond such technical factors and 
is, in many aspects, a transference of psychological attitudes and 
of behavior patterns which may well have effects far beyond any 
present calculation. 


£ 10:2 


American Influence on the Air Transport 
Industry 


J. E. Richardson 


Australian Air Traffic 


United States air carriers handle more than one half of the total 
scheduled airline traffic of all 114 member states of the Interna- 
tional Civil Aviation Organization (ICAO). Among the other 113 
members Australia is an important aviation state. During the 
calendar year ended December 31, 1965, Australian domestic 
operators flew a total of 56.7 million miles for a total of 1,861.5 
million revenue passenger miles. Cargo performance in the same 
period was 38.0 million short tons’ of freight and 4.8 million short 
tons of mail. Total performance of Australian domestic air trans- 
port operators in 1965 was 229.0 million short ton miles’ carried at 
an average revenue weight load factor of 64.3 per cent.’ In mid- 
1965 the total Australian population was about 11.5 million.’ In a 
country of large area’ with a small population’ mainly concen- 


1. As of May 11, 1967. The U.S.S.R. and the People’s Republic of China are not 
contracting states. Apart from the U.S.S.R., all states significant in commercial 
aviation are members. 

2. A short ton equals 2,000 pounds. 

3. Figures include traffic between Australia and the Territory of Papua and 
New Guinea but not traffic carried between points within the territory. 

4. Figures in the text are official figures appearing in the annual report of the 
federal minister for civil aviation for 1965-66. 

5. As of September, 1967, it was about 12 million. 

6. The area of Australia is 2.95 million square miles compared with 3.55 million 
square miles for the United States. The area of Canada is 3.85 million square 


es. 
7. Estimated United States population on July 1, 1965, was 195.1 million. The 
population of Canada on January 1, 1965, was 19.4 million. 
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trated in six state capital cities* each situated several hundreds of 
miles from each other the transport industries tend to assume 
greater relative importance than in most countries. Additional 
factors accounting for the considerable air transport industry in 
Australia are the existence of favorable flying conditions—large 
areas of flat country, few fogs, negligible snow and ice—and a 
high standard of living. 

A combination of factors has also made Australia a significant 
country in international commercial aviation. In the 1965 calen- 
dar year, 511,000 passengers were carried into or out of Australia 
by international air carriers. About 4o per cent of the total flew 
between Australia and New Zealand, but most of the remainder 
was long distance traffic to countries such as Britain, the United 
States, and Japan, emphasizing Australia’s remote geographical 





Table 1. National Air Carriage, 1966 (Ton-kilometers* performed on 
scheduled services) 





Total operations 








(international and International 
domestic) operations 
Country Rank Millions Rank Millions 
United States 1 15,620 1 4,817 
United Kingdom 2 1,655 2 1,474 
France 3 1,066 3 956 
Canada 4 1,011 7 448 
Australia® 5 700 10 364 
West Germany 6 650 4 604 
Japan 7 602 9 365 
Netherlands 8 594 5 592 
Italy 9 557 6 493 
Scandinavia‘® 10 453 8 381 





a. The term “ton-kilometer’ means metric ton-kilometer. 

b. The world increase for total domestic and international operations for 1966 over 1965 was 
17 per cent. For Australia alone it was only 2.6 per cent, a considerable decline in growth com- 
pared with most years. Generally the growth rate for Australian traffic at least equals the world 
figure. 

Me Denmark, Norway, and Sweden are partners in the consortium airline Scandinavian Airlines 
Systems. 
Source: ICAO Bulletin, XXII, No. 5 (May, 1967), 6. 





8. The six state capitals had a total population of about 6.4 million on June go, 
1965, or about 6o per cent of the population. 
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situation on the globe and also the burgeoning state of the econ- 
omy. Including the Australian government-owned flag carrier, 
Qantas, airlines of fourteen countries operate international serv- 
ices to and from Australia, and Australia also has a permanent 
seat on the Council of the International Civil Aviation Organiza- 
tion as a country of chief importance in air transport.° 

Later ton-kilometers statistics of the council of ICAO for the 
calendar year 1966 on the scheduled air services of contracting 
states” place Australia tenth in the scale of international opera- 
tions and fifth overall. Only the United States and Canada have 
larger domestic air transport industries. The position of the lead- 
ing ten aviation countries is shown in Table 1. 


Major Domestic Operators 


Domestic aviation is a controversial political subject and has 
been ever since the Labor government formed Trans-Australia 
Airlines in 1945.” A federal statutory authority known as the 
Australian National Airlines Commission consisting entirely of 
Commonwealth appointees operates the airline. In 1945 the major 
domestic operator was Australian National Airways Proprietary 
Limited, formed in 1936 by five shipping companies. The airline 
had an extensive network across the Australian continent. A 
smaller private operator was Ansett Airways Proprietary Limited. 

The federal airline, TAA, aided by generous federal financial 
backing and good management, rapidly grew to an ascendant 
position, and if circumstances had remained unchanged TAA 
would probably have attained a near monopoly of the major 
trunk line operations somewhere in the mid-fifties. However, in 
1949, the Labor government lost office to the Menzies Liberal- 
Country party coalition, which has retained power to the present. 
To the new conservatively minded government in 1949 TAA was 
the product of labor socialism, yet even though the government 


g. Chicago Convention 1944, Art. 50(b). 
10. See n. 1 above. 
11. Australian National Airlines Act, 1945-61. 
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toyed with the idea of disposing of the airline to private industry 
there were no purchasers of substance to be found. Eventually 
the government concluded it had no real alternative but to allow 
the statutory corporation to remain in business. The government 
decided as an alternative to adhere to a policy of maintaining a 
competitive two-airline system, one public and the other private. 
But ANA was an ailing enterprise and by 1951 was short of 
capital and in dire need of financial assistance to modernize its 
equipment. Intensive negotiations with the Commonwealth goy- 
ernment culminated in the Civil Aviation Agreement of 1952, 
under which, among other things, the Commonwealth undertook 
to guarantee the repayment of loans made to ANA up to a total of 
& A. 3 million” for the purchase of heavy aircraft. The govern- 
ment also agreed to facilitate further borrowings by the company 
for the purchase of additional aircraft as further purchases by 
TAA were authorized. At this time, ANA’s fleet consisted mainly 
of unpressurized Douglas aircraft, whereas TAA, in addition to 
Douglas aircraft, operated several Convairs which the Labor goy- 
ernment had granted permission for it to import in 1948 in spite 
of a severe American dollar shortage. In 1952 TAA decided that 
its next purchases of major aircraft would be the British-built 
turboprop Viscounts and went ahead, but ANA mistakenly chose 
piston-engined DC-6’s and DC-6B’s. For a time ANA had a slight 
competitive advantage pending the delivery of Viscounts to TAA, 
but within a space of a few months of their arrival the company 
found that its latest purchases could not compete with the 
Viscounts’ passenger appeal. In 1957 ANA could not meet its 
commitments under the guaranteed loans, and the company re- 
quested time in which to negotiate for the sale of its enterprise. 

In the meantime Ansett Airways had improved its position 
with the help of the latest American-built Convairs, which the 
Commonwealth government had, surprisingly, allowed it to im- 
port and operate in competition with ANA and TAA. By 1957 
Ansett had 15 per cent of the passenger market.” 


12. Clause 3. The text of the agreement is set out in the schedule to the Civil 
Aviation Agreement Act, 1952. This act as amended is now the Airlines Agreement 
Act, 1952-61. 

13. D. C. Corbett, Politics and the Airlines (London, 1965), p. 125. 
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After all possible alternative arrangements had failed to mate- 
rialize, the board of ANA reluctantly sold its airline to the only 
available purchaser—Ansett—and the government agreed that 
Ansett should replace ANA as the privately owned carrier in the 
two-airline system which it favored. The Civil Aviation Agree- 
ment of 1957 acknowledged these developments. Probably on 
government insistence, TAA was made a party to the 1957 agree- 
ment, although it had not been a party to the agreement in 1952. 
The 1952 agreement had contained some provisions designed to 
eliminate wasteful competition on existing competitive routes of 
ANA and TAA. The 1957 agreement established a rationalization 
committee of three members, one being a co-ordinator nominated 
by the minister for civil aviation and the other two members 
being nominees of the commission and the company, respectively. 
In the event of continued disagreement between the two airline 
representatives, the co-ordinator was empowered to make a final 
and binding decision. In the event of either operator's refusing to 
accept the decision of the co-ordinator a right of appeal lay to an 
independent chairman first provided for in the 1952 agreement.” 
Parliament approved the agreement in the Civil Aviation Agree- 
ment Act, 1957. 


Domestic Fleet Equipment 


Replacement of ANA by another private operator and more 
intensive rationalization was only part of federal policy in 1957. 
The combined Ansett-ANA fleet was still a heterogeneous collec- 
tion of piston-engined aircraft, and TAA possessed a strong com- 
petitive advantage with its Viscounts. When TAA decided in 
1957 to purchase French-built Caravelle pure jet aircraft to use 
on its intercapital routes, it was obvious that without government 
assistance the private operator would be no match for the govern- 


14. H. W. Poulton, “Legal and Policy Aspects of Air Transport in Australia,” 
Journal of ve and Commerce, XXVI (eee describes the crises involving ANA. 
See also Corbett, Politics and the eee pp. 118-128. 

15. Civil Aviation Agreement, 1952, cl. 2. The text of the agreement is set out in 
the schedule to the Civil Aviation Agreement Act, 1957. 
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ment airline. The only question was the form assistance should 
take. The government could hardly be expected to underwrite a 
program of unrestricted competition between the two airlines 
with the attendant risk of both having equipment in excess of 
their needs. The Menzies government decided that the two air- 
lines should compete on the basis of having comparable frontline 
equipment and that the size of each fleet should be no greater 
than that required to carry total domestic traffic at a profitable 
load factor. Crucial decisions then had to be made about types of 
aircraft to be employed in Australia by the two chosen operators. 
Whereas TAA preferred Caravelles, Ansett wished to buy the 
new turboprop Lockheed Electras. Extensive negotiations with 
the two airlines concluded in the passage by the Commonwealth 
Parliament of a most novel piece of legislation, the Airlines 
Equipment Act, 1958. The act authorized financial support for 
both airlines to equip themselves with Lockheed Electras and 
Dutch-built Fokker Friendships which would be used on shorter 
hauls. TAA was also induced to enter into a cross charter arrange- 
ment with Ansett in effect exchanging three of its relatively mod- 
ern Viscounts for two of ANA’s obsolete DC-6B aircraft. 

The decision that each airline should equip itself with Electras 
meant the abandonment by TAA of its plan to buy Caravelles. 
The French jets were undoubtedly well suited to Australian con- 
ditions, but their introduction in 1957 would have involved the 
Commonwealth government in fairly substantial additional capi- 
tal expenditure on Australian airports.” It also appeared, more- 
over, that Ansett could buy Electras on more favorable financial 
terms than it could get on Caravelles. In 1957 Caravelles were the 
only pure jet aircraft available to the domestic operators. Delay in 
the introduction of domestic jet aircraft until the sixties was to 
allow the Australian operators a wider choice. By that time Amer- 
ican and United Kingdom manufacturers had comparable planes. 


16. All major airports in Australia are Commonwealth owned and operated. 
Although the Commonwealth Parliament has no express power to make laws on 
the subject of civil aviation, the states have spent little on the development of 
facilities. For an account of the constitutional position see J. E. Richardson. 
“Aviation Law in Australia,” Federal Law Review, I (1965), 253-263. 
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The Airlines Equipment Act does not require the two operators 
to buy identical equipment, but it contemplates equality of op- 
portunity for the two carriers and near-parity in size and type of 
equipment. In regard to equipment the act requires the minister 
for civil aviation to make periodic assessments of the traffic on 
competitive and non-competitive routes for a given future period. 
The minister must then make a determination on the basis of an 
acceptable load factor” of the aircraft capacity necessary for TAA 
and Ansett, each to carry one-half of the total traffic on competi- 
tive routes and to operate the non-competitive services during the 
specified period. Each operator is then entitled to provide its 
share of capacity; and either may hold aircraft in excess of the 
share required for the performance as assessed. If, in light of the 
minister's determination, new equipment is required, the airlines 
may purchase additional aircraft. The minister must, however, 
certify that the proposed addition to the fleet will not give the 
operator excess capacity and that the aircraft proposed to be 
imported is of a type not detrimental to the stability of the 
domestic air transport industry.” 

From the beginning, as the minister’s certificates also reveal, 
the Equipment Act and the Airlines Agreement have resulted in 
the two operators acquiring similar frontline equipment in more 
or less the same numbers. 

In 1961, the arrangements of 1952 and 1957 were consolidated 
in the Airlines Agreements Act of that year. The act amended the 
Civil Aviation Agreement Act, 1952-57, and that act as amended 
in 1961 is now the Airlines Agreements Act, 1952-61. The 1961 
act approved a further agreement between the Commonwealth, 
TAA, and Ansett-ANA. The new agreement reiterated that the 
objects of the parties were to secure the position of having two 
and only two operators of trunk route airline services (one being 
the commission and the other Ansett), each capable of effective 
competition with the other. An important feature of the 1961 
agreement is that it extends the operation of the 1952 agreement 


17. Airlines Equipment Act, 1958, Sec. 11. 
18. Air Lines Equipment Act, 1958, S. 13. 
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until 1977, the year in which the 1961 agreement will also 
expire.” In 1961 both airlines were thinking about jet equip- 
ment, and the 1961 agreement provided for the acquisition of jet 
aircraft by both operators. The Commonwealth was at that time 
prepared to sanction the purchase of jet aircraft and to make 
whatever improvements were necessary to airports and air navi- 
gation facilities.” Under the terms of the agreement both airlines 
agreed not to place orders for jets before November 8, 1962, and 
not to operate the jets in Australia before January 1, 1964. It was 
also agreed that each would commence domestic jet services on 
the same date. Once again the Commonwealth agreed to guaran- 
tee loans to Ansett for the purchase of the new aircraft. Each 
airline then placed orders for two Boeing 727 jet aircraft. Later, 
each operator added a third and fourth 727 to its existing fleet. 
Most recently, orders have been placed for a total of six DC-9-30 
aircraft to commence operations in the second part of 1967. The 
story since 1957 is therefore of a strong swing to aircraft manufac- 
tured in the United States. As of June 30, 1966, the two airlines 
had bought or ordered approximately $A. 175 million worth of 
new frontline aircraft, and of this United States orders total about 
$A. 129 million. Purchases or orders by type have been as follows: 


Type $A. millions 
Lockheed Electra $12.6 
Vickers Viscount 12.0 
Fokker Friendship 34.0 
Boeing 727 48.0 
Douglas DC-9-30 68.0 





Until 1935 the Commonwealth had not permitted the importa- 
tion of any American civil aircraft. Until that year British-built 
planes, mainly de Havillands, had dominated the market.” The 


1g. Airlines Agreements Act, 1952-61, Second Schedule, contains the text of the 
1961 agreement. The 1952 agreement now appears in the First Schedule. The 
1961 agreement also modified the 1957 agreement which it replaced in various 
ways not relevant for present purposes. 

20. 1961 Agreement, Clauses 3, 4. 

21. Corbett, Politics and the Airlines, p. 22. 
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purchase of the American jets had an interesting implication. 
Under a trade agreement between Great Britain and Australia a 
7.5 per cent ad valorem duty is payable on imported foreign 
aircraft in order to give preference to British aircraft. Although 
the agreement conceded the residual right of the Commonwealth 
government to remit the ad valorem duty if it wished, before 
remitting duty on a foreign aircraft the Commonwealth govern- 
ment is required first to consult the British government to ascer- 
tain whether “suitably equivalent” British goods are “reasonably 
available” and to take British representations into account. Both 
airlines applied for duty-free admission of the Boeing and Doug- 
las jets on the ground that the British aircraft offered to them 
were not suitably equivalent. The British Board of Trade urged 
that the Trident and the BAC One-Eleven were the British equiv- 
alents of the 727’s and DC-q’s, respectively. However, although 
the British and the American manufacturers had sought to serve 
the same types of market, the two Australian airlines did not 
regard the British aircraft as of equal performance, not even 
“stretched [lengthened] versions” which the British manufac- 
turers were prepared to produce. The Australian operators had 
the support of a considerable body of technical opinion. Further- 
more, the British aircraft would not be available at the time when 
they were wanted. Nevertheless, the Commonwealth decided 
that in accordance with the agreement with Britain, duty was 
payable to each case. The two airlines became liable for about 
$A. 6 million duty.” Being determined not to abandon their plans 
to buy the American jets, TAA and ANA were prepared to pay the 
duty. In April, 1967, however, it was reported that the Common- 
wealth government had decided to waive the duty in the case of 
the DC-g’s.*% Then in 1966, BOAC canceled an order for an 
additional ten British-built Super VC-10 aircraft™ and purchased 
Boeing 707 aircraft instead. Duty was not paid by the corporation 
on their importation into the United Kingdom. In these circum- 
stances it became difficult for the British government to maintain 
. ee Total purchases affected by the decision were eight Boeing 727’s and twelve 
-9's. 


23. Flight, April 6, 1967, p. 501. 
24. BOAC agreed to pay the manufacturer, Vickers, 27,500,000 sterling. 
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its attitude that the two Australian airlines should pay duty on 
the American jets. American aircraft manufacturers now have a 
market in Australia capable of withstanding very strong competi- 
tion. They are unlikely to lose it as long as the two-airline system 
endures. 


Qantas Equipment 


American-built jets have dominated international scheduled 
flying operations during the sixties. It is therefore not surprising 
that Qantas, whose operations extend through the United States, 
had, as of June 30, 1966, nineteen Boeing 707 aircraft in its fleet of 
twenty-six. Three Electras also formed part of the fleet. The first 
Boeing 707 had gone into commercial operation in the United 
States in October, 1958.” Qantas received the first one in the 
following year, the first airline outside the United States to do 
so.”° In November, 1966, the airline announced that it intended to 
dispose of its thirteen early model Boeings and to replace them 
by an additional ten later types and so standardize its fleet.” As 
of June 30, 1968, the Boeing fleet consisted of six earlier models 
and nineteen of the latest types with two further latest types on 
order. Four Boeing super jets were also on order. 

When Qantas chose Boeings in preference to British aircraft, 
and particularly to the de Havilland Comet, there were objec- 
tions that an Australian airline should have British products in 
preference to American. But technical arguments in favor of the 
Comets were difficult to maintain. The most recent Qantas orders 
merely underline the domination of American long-range jet air- 
craft for international flying operations. It is now difficult for 
comparable foreign aircraft such as the VC-10 to find a foothold 
in the world market.” 


25. P. M. Bowers, Boeing Aircraft Since 1916 (London, 1966), p. 358. 

26. Corbett, Politics and the Airlines, p. 141. 

27. The early versions are known as Type 138; the later types are Type 338C. 

28. According to the ICAO Bulletin, XXII, No. 5 (May, 1967), 24, turbojet 
aircraft were omenad in the calendar year 1966 in the following quantities: o BAC 
VC-10, 38 Boeing 707, 5 Boeing 720, 81 Boeing 747, 0 Convair 880, o Convair 
990, 5 Douglas DC-8, 61 Douglas DC-8-60, o HS Comet 4, 88 Boeing 727, o HS 
Trident, 15 BAC 111, 40 Boeing 737, 132 Douglas DC-9, o Fokker F-28 
Fellowship, 23 Sud-Aviation Caravelle; for a total of 488 aircraft. 
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Supersonic aircraft are expected to be used for intercontinental 
operation in the seventies, and if the Anglo-French Concorde is 
successfully developed there may be some loosening of the Amer- 
ican grip. However, in January, 1964, when Qantas obtained the 
approval of the federal government to reserve delivery positions 
on the production lines for ten supersonic aircraft, six were for the 
projected American aircraft, now to be manufactured by Boeing, 
and four were for Concordes which are expected to come into 
operation in 1971 before the Boeings. 


Financing of Australian Aircraft Purchases 


Aircraft finance is big business and attracts lenders of many 
kinds, including governments, private banks and financial houses, 
international financial agencies, aircraft manufacturers them- 
selves, and oil companies. The financing of the purchase of 
American aircraft by the three Australian airlines is an acknowl- 
edgment of indebtedness to the United States arising from the 
decision to buy American aircraft in the first place. The story is 
one of the Commonwealth exploiting the American money market 
to the exclusion of other traditional world centers of international 
finance. 

Ansett-ANA. Ansett obtains finance for its aircraft purchases 
from United States sources, but particulars are not publicly avail- 
able and therefore little can be written about that company’s 
activities. On the other hand the financing of the two government 
airlines is public knowledge. 

Qantas. Qantas is a public company owned by the Common- 
wealth. Its share capital has not been increased to provide for the 
purchase of new equipment. Instead the Commonwealth itself 
borrowed money in the United States and made the proceeds 
available by authority of acts of Parliament to enable the com- 
pany to buy the aircraft that it wanted. In 1956 the Common- 
wealth government agreed to a program of modernization and 
expansion of the Qantas fleet. The company already had an exten- 
sive international air network and was about to obtain additional 
traffic rights through the United States allowing it to operate the 
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first global air service. The 1956 plans involved the purchase of 
aircraft and other equipment, including improved hangars and 
ground facilities, and were estimated to cost in all about $U.S. 65 
million, of which $U.S. 51 million was for imports, including 
Boeing jets. By an agreement between the Commonwealth and 
the International Bank for Reconstruction and Development the 
bank agreed to lend the Commonwealth $U.S. 9.2 million. The 
Australian Parliament also authorized the treasurer to raise a 
further part of the required funds by selling Commonwealth 4% 
per cent secured notes up to a total of $U.S. 17.8 million to three 
lenders in the United States.” 

On other occasions the Commonwealth has borrowed directly 
from private banks. In 1958, for example, the Qantas purchase of 
five Lockheed Electra aircraft was financed from a Common- 
wealth loan of $U.S. 13 million from the Chase Manhattan Bank.” 
In 1962, 1963, and 1964 separate acts of the Australian Parliament 
approved further loans from American banks to enable Qantas to 
purchase additional Boeing 707 aircraft and related spare parts 
and equipment. Lending institutions included the Morgan Guar- 
anty Trust Company of New York, the Chase Manhattan Bank, 
Bankers Trust Company, Continental Illinois National Bank and 
Trust Company of Chicago, American Security and Trust Com- 
pany, and the Irving Trust Company.” The Commonwealth has 
also borrowed from the Export-Import Bank of Washington, an 
agency of the United States. In 1960 when Qantas wished to 
modernize its fleet of seven early type 707’s by the installation of 
fan-type engines and also to buy three further machines, the 
Export-Import Bank agreed to establish a credit of $U.S. 25.5 
million in favor of the Commonwealth. The Boeing Airplane 
Company was also a party to the relevant agreement, and it 
agreed to lend the Commonwealth up to $4.5 million. The total 


29. The Loan Agreement and the 1956 Australian Serial Notes Agreement are 
set out in schedules to the Loan (Qantas Empire Airways Limited) Act, 1957 

30. The Loan (Qantas Empire Airways Limited) Act, 1958 authorized the 
borrowing by the federal treasurer. The loan agreement with the bank is set out in 
the First Schedule to the act. 

31. Details of the agreements and transactions may be found in the Loan 
(Qantas Empire Airways Limited) Acts, 1962, 1963, and 1964, and the Loan 
(Airlines Equipment) Act, 1964. 
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program involved an expenditure of $38.9 million.” A 1967 pro- 
gram for the acquisition of five later type Boeing jets was ap- 
proved in the Loan (Airlines Equipment) Act, 1966. This act 
authorized the treasurer to borrow up to $U.S. 5 million from 
various banks in the United States and to lend the equivalent of 
the amount borrowed to enable Qantas to buy three to five 
Boeing 707-338C jets with support equipment spares and serv- 
ices.” Toward the end of 1966 Qantas announced its intention to 
sell its early Boeings in favor of later types. The re-equipment 
program will require the expenditure of about $U.S. go million to 
be financed principally by the Export-Import Bank and partly by 
Boeing. 

In sum, disregarding the proposal to dispose of the early model 
aircraft and buy later types, since 1956 overseas loans amounting 
to $A. 207.79 million” have been negotiated by the Common- 
wealth government on behalf of the company to assist in financ- 
ing the purchase of American aircraft totaling $A. 272.26 million. 
Up to March 31, 1968, $A. 181.48 million had been drawn of 
which $A. 78.79 million have been repaid leaving $A. 102.69 mil- 
lion outstanding. Details of the loans are shown in Table 2. 


Table 2. American Loans for Aircraft Purchases 





Drawn to 
March 31, Repaid to 
Amount of 1968 March 31, 


Year Aircraft type loan ($A. millions) 1968 
1956 7 Boeing 707-138B $ 24.17 $ 24.17 $24.17 
1958 5 Lockheed Electras (including one pur- 
chased for TAA) 11.61 11.61 11.61 
1960 3 Boeing 707-138B plus fan-conversions 26.91 26.91 25.97 
1962 1 Boeing 707-138B 4.13 4.13 4.13 
1963 2 Boeing 707-138B 8.08 8.08 3.47 
1964 3 Boeing 707-338C 22.44 22.44 6.41 
1965 3 Boeing 707-338C 21.18 21.18 3.03 
1966 5 Boeing 707-338C 32.32 32.32 —_— 
1967 10 Boeing 707-338C 56.95 30.64 —_— 
Total $207.79 $181.48 $78.79 


Source: Qantas Annual Report for 1967-68, p. 31. 


32. For details of the agreement between Export-Import Bank, Boeing, and the 
Commonwealth see the Loan (Qantas Empire Airways Limited) Act, 1960. 

33. Part of the loan was to enable TAA to buy its fourth 727 jet. 

34. $U.S. 1.00 equals $A. .89. 
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TAA. TAA’s purchases of American equipment have been less 
spectacular than those of Qantas. It also buys its smaller airliners 
elsewhere, notably the Fokker Friendship bought in Holland. 
Nevertheless, the financing of TAA’s purchases of American 
equipment, though of smaller magnitude than for Qantas, is a 
kindred story. 

Following the decision in 1958 that the two domestic operators 
should buy Lockheed Electras as their frontline equipment in- 
stead of Caravelles, the Commonwealth negotiated a loan of 
$U.S. 3 million from various American institutions to enable the 
commission to buy its first American aircraft and related spare 
parts and equipment.” The Commonwealth negotiated a second 
loan for a similar purpose with the Chase Manhattan Bank in 
1960.” In 1963 the Commonwealth arranged to borrow $U.S. 11 
million from the Morgan Guaranty Trust Company of New York 
for the purchase by the commission of its first two jet aircraft.* A 
further loan from the same bank in 1964 allowed the commission 
to add a third Boeing 727 to its fleet.” The Loan (Airlines Equip- 
ment) Act 1966 approved another loan from various American 
banks, on this occasion for the purchase of a fourth Boeing 727 
and the commission’s first three Douglas jets.” 

Interest rates. The Commonwealth of Australia is a credit- 
worthy country, and the federal government's borrowing from 
American financial institutions has been on most favorable terms. 
Rates of interest have rarely exceeded 5 per cent and in more 
recent loans the rates have been of the order of 4.5 per cent. Since 
the government does not profit from its loan-raising activities, the 
financial benefits to Qantas and the Commonwealth statutory 
authority, TAA, are obvious. 


35. Bank of America National Trust and Savings Association, Cleveland Trust 
Company, First National City Bank of New York, and J. P. Morgan and Company. 

36. Details of the loan appear in the Loan (Australian National Airlines 
Commission) Act, 1958, which authorizes the federal treasurer to lend the 
proceeds of the loan to TAA. 

37. See Loan (Australian National Airlines Commission) Act, 1960. 

38. The Loan (Australian National Airlines Commission) Act, 1963 approved 
the loan agreement. 

39. The Loan ( Airlines Equipment) Act, 1964 authorized the transaction. 

40. The same loan also provided funds for the purchase of five Boeing 707- 
338C jets by Qantas. 
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Under the terms of the Airlines Equipment Act and the Air- 
lines Agreement of 1961 the Commonwealth undertook to guar- 
antee loans to Ansett to purchase its Lockheed Electras and 
subsequently jet aircraft. The Commonwealth guarantees have 
undoubtedly enabled Ansett to obtain credit in the United States 
on more favorable terms than the company would otherwise re- 
ceive. Nevertheless Ansett has stated that the interest rates which 
the federal Treasury has obtained in financing procurement of 
TAA’s major equipment are more favorable than the company 
can obtain even with the government guarantee. 


Technical Regulation of Australian Civil Aviation 


It has been shown above that most countries of world impor- 
tance in air transportation are too small geographically to require 
an extensive domestic air transport industry. But the United 
States, Canada, and Australia, being of great area, have extensive 
ones. Apart from using American aircraft, the Australian air trans- 
port industry has much in common with that of the United States. 
Flying conditions in the two countries are for the most part fairly 
alike, and airline operations in Australia and traffic patterns are 
frequently similar. American influence therefore extends to the 
technical regulation of Australian aviation. Australian technicians 
study American operating standards and procedures closely in 
the course of developing new operational policies. Developments 
in America in all-weather operations receive attention, and Amer- 
ican guidance is sought and obtained on many different matters 
such as non-destructive testing techniques and emergency evacu- 
ation procedure for Australian aircraft. Naturally the use of 
American aircraft also involves close contact with the United 
States in many related matters such as pilot procedures, crew 
conversion, departmental examination of airmen, and the employ- 
ment of ancillary American equipment including simulators and 
equipment for monitoring flight loads. The vast store of American 
resources and experience is of substantial benefit to the develop- 
ment of Australian aviation. 
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International Air Law 


On the legal side of aviation American domination also has its 
effects. In particular, Australia, like most countries of importance 
in world aviation, is a party to the Warsaw Convention of 1929, 
which regulates the rights and obligations as between passenger 
and aircraft operator arising out of the contract of international 
air carriage, between Sydney and San Francisco, for instance. In 
1959 Australia also became a party to The Hague Protocol, which 
doubled the general level of carrier liability for the death or 
injury of a passenger from the equivalent of $U.S. 8,300 to $U.S. 
16,600. The United States has refused to ratify The Hague Proto- 
col and has threatened to denounce the Warsaw Convention 
itself, actions which provoked urgent consultations in ICAO to 
ascertain whether an agreement can be reached among the par- 
ties to the Warsaw Convention to substitute for The Hague limits 
a limit of liability which would be acceptable to the United 
States. In the meantime, while these discussions continue, the 
Australian government on behalf of Qantas has accepted Ameri- 
can proposals by virtue of which thirty-four major international 
airlines, including Qantas, either serving the United States or 
carrying a significant amount of United States traffic, have agreed 
to establish for all passengers traveling to, from, or through the 
United States, an upper limit of liability of $U.S. 75,000 per 
passenger inclusive of legal costs, or $U.S. 58,000 exclusive of 
legal costs. At the same time most of these airlines have agreed to 
waive the defense which is available under the Warsaw Conven- 
tion, that they had taken all necessary measures to avoid the 
injury or damage, or that it was impossible for them to take such 
measures.” 

On the other hand, Australia has not yet become a party to the 
Geneva Convention of 1948 providing for the international recog- 
nition of rights in aircraft. The object of this convention is to 
facilitate the financing of the purchase of aircraft, which are 
themselves less satisfactory as security by reason of their mobil- 

41. Warsaw Convention, 1929, Art. 20. 
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ity. The convention provides that where an aircraft is registered 
as to nationality in a contracting state and rights in that aircraft 
are recorded in the public record of that state other convention 
countries will recognize those rights and give priority to them 
over all other rights apart from salvage claims. This means that all 
holders of recorded rights in the state in which an aircraft is 
registered will be protected when the aircraft is in the territory of 
another contracting state. 

American influence was the major reason for the formulation of 
the convention, and the United States is a party to it. In the 
United States there are forms of aircraft mortgage which are not 
known outside that country, such as the Fleet Equipment Trust 
under which each aircraft of an operator’s fleet may be security 
for the whole of a loan made to obtain the purchase of several 
aircraft. Since Australia purchases so many aircraft in the United 
States there may be some advantage for Australia to become a 
party to the convention. United States creditors would then gain 
protection when the aircraft leaves the United States. However, 
at the present time the Australian government has not indicated 
an interest in making the convention part of Australian law. 


Conclusion 


There remains sufficient scope in the evolution of the instru- 
mentalities of flight to challenge a conclusion that the Australian 
air transport industry is irrevocably committed to American air- 
craft. Nevertheless, as long as American manufacturers continue 
to exploit technological developments as they have, United States 
domination is unlikely to be shaken except by some extraordinary 
development which would not necessarily be technical or eco- 
nomic. The drenching from America originated with the fact that 
American equipment proved to be well suited to Australian do- 
mestic and international requirements. In this regard two factors 
have favored United States manufacturers of aircraft and related 
equipment. In the first place, in catering for domestic American 
demand, they have usually attained economies of scale in produc- 


538 Contemporary Australia 


tion which are the envy of manufacturers throughout the world. 
Second, in supplying the American market, the manufacturers 
have incidentally produced equipment well suited to Australian 
conditions because of the basic similarity of the air transport 
industry in the two countries. A third factor has become material 
more recently, namely, the readiness of the United States money 
market to finance Australian purchases on terms which, at mini- 
mum, are very competitive with those available in traditional 
financial centers in Europe. This development could, in the long 
run, have consequences beyond the air transport industry and, 
within the industry, is yet another factor making it more difficult 
for other foreign manufacturers to compete in the Australian 
aviation market. 

In Australian domestic air transport the policy established by 
the Airlines Equipment Act, which set up two operations with 
comparable equipment, worked out in favor of American aircraft 
right from the beginning in 1957 when the two airlines (TAA 
reluctantly ) purchased Electras instead of Caravelles. Since then 
both have strongly preferred American jets for their trunk line 
operations and have bought identical aircraft. As long as the act 
operates it is unlikely that the two airlines will compete in their 
major operations with rival types of aircraft. Thus, unusual con- 
versions aside, it would require a clearly superior foreign aircraft 
to break through the existing equipment barrier, with all its rami- 
fications including American operational guidance and finance. 


*20° 


American Investment and Australian 
Sovereignty 


Donald T. Brash 


Australian Attitudes 


It is probably not too much of an oversimplification to say that 
the attitude of most Australians to foreign investment falls into 
one of three categories. First there are those (mainly to the left of 
the political center) who regard all foreign investment as an 
unmitigated evil, which has as its primary result the enrich- 
ment of some overseas shareholder at the expense of the Austra- 
lian worker. Then there are those who, while admitting the 
present economic benefits derived from foreign investment, have 
a genuine concern for the future costs of this capital inflow—par- 
ticularly in terms of the balance of payments problem involved 
in remitting dividends on the investment. Third, there is a group 
which, while not worried about the economic costs of foreign 
investment, is yet concerned about the implications which the 
large and growing volume of foreign investment in Australia has 
for the country’s sovereignty, for its ability to follow a foreign 
policy at variance with that of the major capital exporting coun- 
tries (the United States and United Kingdom in the case of 
Australia), for its freedom to structure its economy according to 
Australian desires, and for all the other freedoms which make it 
possible for Australia to retain a specifically Australian identity. 


The author is currently on the staff of the International Bank for Reconstruction 
and Development. The research on which this chapter is based, however, was 
completed prior to his present appointment, and the bank is in no way responsible 
for any of the views expressed. 
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These three groups are not, of course, as mutually exclusive as I 
have depicted them. But the classification is convenient, and it 
does serve to remind those concerned with the purely economic 
aspects of the subject that there are still important questions to be 
answered even after a decision on the economic contribution of 
foreign investment has been reached. 

For my own part, I am satisfied that in general Australia does 
receive economic benefit from foreign investment, and that the 
economic case for restricting the capital inflow is at very best not 
proven.’ Moreover, I am also confident that the measures most 
commonly recommended by critics of the present open-door pol- 
icy—measures which, the critics hope, would increase the eco- 
nomic benefit of foreign investment or reduce its “cost’—have 
little justification in economic theory. To my knowledge, for ex- 
ample, none of the critics of the present policy has yet demon- 
strated that there is any economic advantage to Australia in 
compelling foreign companies to share the ownership of their 
subsidiaries with local investors; nor has it been shown that the 
“mere” take-over of domestic companies by foreign corporations 
is to Australia’s disadvantage. I have argued elsewhere that there 
may in fact be some positive disadvantages in encouraging joint 
ownership, and that popular dislike of foreign investment by 
take-over is devoid of economic rationale.’ 

This is not to say that all foreign investments are equally bene- 
ficial. In some cases the benefit may be quite small. Indeed, in 
some cases it may be negative. But in almost all such cases the 
negative impact is not a result of foreign investment as such but 
rather of some failure in domestic policy which provides an over- 
generous subsidy to the foreign capital. (Tariff policy is perhaps 
the most frequent culprit in Australia. )* As a general proposition 


1. Many of the opinions expressed in this chapter, as also much of the empirical 
material, are drawn from my book, American Investment in Australian Ind: 
(Cambridge, Mass., 1966). The book in turn is based on the results of a detail 
study of American-affiliated companies undertaken while at the Australian Na- 
tional University, Canberra, between 1962 and 1966. 

2. Ibid., esp. pp. 53-56, 76-79, 270, 274, 276. 

3. My own discussion of this point (ibid., pp. 271-273) owes much to the 
counsel of W. M. Corden. Dr. Corden has since given a very lucid presentation of 
the issues involved in a paper presented to the Melbourne Congress of the 
Australian and New eel Association for the Advancement of Science, “Protec- 
tion and Foreign Investment,” January, 1967. 
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it can be stated with some confidence that no critic has yet shown 
that the Australian government should substantially modify its 
open-door policy toward foreign investment on economic grounds. 

I want in this chapter to examine the fears of what I have 
called the “third group,” those who are concerned mainly with 
the implications of foreign investment for Australia’s sovereignty. 
Typically, this group is concerned not so much with economic 
arguments, or with the level of profits due to foreign shareholders 
(though these profits have increased from only $A. 52 million in 
1947-48 to $A. 303 million in 1964-65), but with the sheer extent 
of foreign ownership of the Australian economy—widely believed 
to be about one-third of the manufacturing sector, and high 
fractions of mining, petroleum refining and distribution, banking, 
and insurance. 

Much of this concern is directed toward United States invest- 
ment. By far the largest foreign subsidiary operating in Australia 
is the General Motors affiliate, General Motors—Holden’s Proprie- 
tary Limited, and its very great profitability during the fifties, 
though exaggerated by the Australian press, is probably quite 
enough alone to explain why public attention has been directed 
primarily to the operations of American companies. 


The Extent of American Investment 


What is the actual extent of United States foreign investment 
in Australia? As Table 1 shows, the annual inflows of private 
American capital into Australian companies have grown very 
rapidly since World War II to the point where they now rival the 
inflow from the traditional capital supplier, the United Kingdom. 
The latest figures published by the United States Department of 
Commerce show that at the end of December, 1965, the total 
book value of American direct investment in Australia was 
$A. 1,497 million, making Australia in absolute terms the fifth 
largest individual field for American foreign investment, the third 
largest (after Canada and Venezuela) in per capita terms. At that 
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Table 1. Annual Inflow of Private Overseas Investment 
in Companies in Australia (by Domicile of investor) 
($A. millions ) 





United States 





Year ended and United 
June 30 Canada* Kingdom Other Total 
1948 $ 13 $ 59 $55 $ 77 
1949 8 70 7 85 
1950 21 106 10 137 
1951 40 87 10 137 
1952 61 94 17 172 
1953 4 42 5 51 
1954 35 89 14 138 
1955 79 114 17 210 
1956 64 144 26 234 
1957 55 123 31 209 
1958 55 122 30 207 
1959 94 129 25 248 
1960 126 209 52 387 
1961 176 224 70 470 
1962 142 125 29 296 
1963 184 207 70 462 
1964 193 184 54 431 
1965 234 255 76 564 
1966 305 258 100 664 


a. Almost entirely from the United States if one important American invest- 
ment which is channeled through an American subsidiary in Canada is included 
in the United States figure. 

Source: Commonwealth Bureau of Census and Statistics, Annual Bulletin of 
Oversea Investment issues dated 1963-64, 1964-65, and 1965-66 (Canberra). 


time, American direct investment in Australia exceeded that in 
France and was substantially more than double that in Japan.* 

It seems likely that the size of private American investment in 
Australia is actually smaller in relation to all economic enterprise 
in Australia than is usually thought. My own figures indicate that, 
at least as late as 1962, manufacturing firms in which American 
companies held at least 25 per cent of the equity employed only 
about 7 per cent of the work force in that sector. Even in terms of 
value of production, the American-affiliated companies were re- 
sponsible for only about 10 per cent of the total.° But quoted in 


4. United States Department of Commerce, Survey of Current Business (Sep- 
tember, 1966). 
5. Brash, American Investment in Australian Industry, p. 30. 
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isolation, these figures could mislead: they disguise the quite 
crucial role being played by American-owned companies in some 
of Australia’s most rapidly growing industries. It has been esti- 
mated that the foreign share of the Australian motor vehicle 
industry in the early sixties was 95 per cent, of motor parts and 
accessories 55 per cent, of telecommunications 83 per cent, of 
pharmaceutical and toilet preparations 97 per cent, of soap and 
detergents 80 per cent, and of petroleum refining and distribution 
95 per cent. Not all the foreign investment represented by these 
figures is American, but much of it certainly is. Between two- 
thirds and three-quarters of the motor vehicle industry, for exam- 
ple, is held by the local subsidiaries of the American “Big Three.” 
It is probably fair to say that most Australians would have diffi- 
culty naming a breakfast food, a cosmetic, or a toilet article not 
produced by the local subsidiary of some American company. 

In other sectors, too, American investment has become impor- 
tant. The country’s largest copper mine, Mount Isa Mines, has 
long been controlled by Asarco, and in more recent years Ameri- 
can companies have secured 50 per cent interests in both of the 
two fully integrated alumina groups in Australia. At the end of 
1962, American investment in Australian mining and smelting 
stood at only $A. 41 million; by the end of 1965, it had reached 
$A. 144 million, partly because of large scale investments in the 
development of vast iron ore deposits in Western Australia.’ To 
give yet another illustration of the growing importance of United 
States investment in Australian mining: the American Chamber 
of Commerce in Australia noted recently that of the eighty-six 
companies engaged in mining search and development in Aus- 
tralia in 1966, forty-two were American. 

Though federal government control over banking has inhibited 
the establishment of any American banks in Australia, American 
investment in other services is not lacking. By early 1964, for 
example, three of the estimated top four advertising agencies in 
Australia had substantial American investment in them, and in 


6. Senator J. Gorton, federal minister for works, quoted in Australian Financial 
Review, February 18, 1965. 

7. United States Department of Commerce, Survey of Current Business (Sep- 
tember, 1966). 
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1963 it was estimated that the eight largest American accounting 
firms all had some kind of partnership arrangement with counter- 
parts in Australia. There are also quite a number of American 
companies engaged in engineering design or construction work.® 


Economic Implications 


What kind of threat does this investment pose to Australian 
sovereignty? I want to say at the outset that I think it does pose a 
problem for economic management, and in this sense at least a 
threat to Australia’s freedom of action. To begin with, the pres- 
ence of a large foreign sector complicates the already difficult 
task of maintaining internal economic balance. Through the ac- 
cess it enjoys to resources from abroad, the foreign sector is able 
to circumvent disinflationary monetary policies. This is not, per- 
haps, too serious a problem, both because fiscal policy still retains 
its efficacy whatever the ownership of industry and also because 
the impact of a deflationary monetary policy may well be through 
its effect on business psychology as much as through its effect on 
the volume of credit. More intractable appear to be the problems 
associated with the flow of foreign capital and the maintenance of 
external balance. As is now fairly clearly understood, a capital 
inflow tends to alter relative incomes and prices in such a way 
that a balance of payments deficit on current account is gener- 
ated, hopefully of roughly the same magnitude as the capital 
inflow itself. There is nothing untoward about this, of course, as it 
is only thus that the real capital inflow can take place. (I do not 
want to discuss here the possibility that the current account 
deficit may differ substantially from the capital inflow.) But a 
problem does arise if there is a tendency for the capital inflow to 
fluctuate widely over time, and as Table 1 shows, private capital 
inflow into Australia has not been entirely devoid of such fluctua- 
tions. Any sharp contraction in capital inflow requires (if ex- 
change reserves are low or if the fall in capital inflow is expected 
to be prolonged) a reversal of the changes brought about by the 

8. Brash, American Investment in Australian Industry, p. 11. 
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previous volume of foreign investment, a contraction of certain 
prices and incomes, and a reallocation of factors of production 
into international trade sector. These changes are not only usually 
more difficult to bring about than the expansionary ones which 
are their converse, they may also be costly in both social and 
economic terms. 

But on the other hand, it must not be forgotten that these costs 
of foreign investment are not essentially different from those 
arising from international trade. Even in normal times, the magni- 
tude of export receipts places a constraint on the level of eco- 
nomic activity, and any sharp contraction in export earnings 
poses exactly the same kind of problems as does a contraction in 
capital inflow. Few would go so far as to suggest that the gains 
which arise from international specialization and trade should be 
abjured simply because of the unpredictability of export receipts, 
and the same conclusion seems to be the most logical in the case 
of foreign investment—especially since, despite its recent growth, 
annual private foreign investment in Australia is currently equiv- 
alent to only about one-sixth of the value of balance of payments 
receipts on current account. 


Threat to Sovereignty? 


What of the actual American (or foreign) ownership of Austra- 
lian industry? Does this threaten Australian sovereignty? First I 
want to examine the extent of United States control over the 
operating policies of Australian affiliates. This is not easy to meas- 
ure, and in my own survey various indirect measures were used in 
addition to the more direct investigation of control over manage- 
ment decision-making. One of these indirect measures was an 
examination of the frequency with which Americans occupy sen- 
ior positions in the Australian affiliates. Altogether, 105 companies 
—representing almost exactly half the total population of Ameri- 
can direct-investment enterprises in the manufacturing sector 
and approximately three-quarters of the total United States in- 
vestment in that sector—provided usable employment data. 
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Though their total employment in 1962 was almost 82,000, they 
employed only 196 Americans (including all American directors 
living in Australia). Moreover, by no means all of the 196 were 
executive personnel: though it is impossible to be precise, it was 
clear that somewhat more than half the total were employed in 
Australia on short-term technical assignments. Only 16 companies 
had American managing directors in Australia, and indeed 63 
companies, or 60 per cent of the sample, neither employed Ameri- 


cans nor had American directors living in Australia. Even among — 


wholly American companies, American executives were compara- 


tively rare: I interviewed a total of g2 senior executives in the 59 — 


of the 105 companies which were wholly American in ownership, 
and only 10 of these were American nationals.° 

Another indirect measure of control was directed at assessing 
the degree of managerial contact between Australian affiliate and 
American parent. It was rapidly apparent that the degree of such 
contact varied enormously. At one extreme was the branch enter- 
prise which sent its parent six copies of every invoice and every 
letter handled by the local operation. At the other was the wholly 
American firm which contended that at one stage of its history it 
had not even troubled to send annual accounts to its parent. Most 
companies fell clearly between these two limits, but classification 
within those bounds was inevitably arbitrary. It can probably be 
said with confidence that almost half the firms in the sample (94 
at this point) reported to their parents frequently (monthly or 
more often) and in very considerable detail.” It was apparent at 
least that most parent companies had quite enough information 
to make detailed control of subsidiary operations feasible. 

In fact, however, actual control seemed for the most part to be 
confined to a relatively small number of areas of management 
decision-making. Capital expenditure and export activity were by 
far the most closely controlled areas in most companies. Of the 
companies which provided information on this aspect of their 
relations with their parent company, almost 80 per cent had to 
seek United States company approval for any major capital ex- 


g. Ibid., pp. 105-111. 
10. Ibid., pp. 113-115. 
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penditure.” (And in most of those which contended that their 
American affiliate exercised no control over capital expenditure, 
the American share in the voting stock fell short of a majority. ) 
Most companies were also subject to some kind of restriction on 
their exporting freedom, though the severity of these restrictions 
and their practical relevance to manufacturers operating for the 
most part under conditions of high unit cost was difficult to 
assess.” But in many other areas, local management was given 
very considerable freedom. Only 11 per cent of companies were 
required to consult their American affiliates in matters of produc- 
tion planning, for example, and only 5 per cent in matters relating 
to wage policy and labor relations.” 

It will be contended, of course, and not without some justifica- 
tion, that the areas of greatest United States control are also those 
of greatest relevance to Australia’s sovereignty. Does not parent 
company control over the investment expenditures of Australian 
subsidiaries mean that the whole development of an important 
section of Australia’s industry is determined abroad? Superfi- 
cially, this question must be answered in the affirmative. But in 
fact, on closer examination it is apparent that as long as Australia 
and the capital-exporting country can be regarded as two distinct 
markets, foreign subsidiaries are likely to behave in substantially 
the same manner as do locally owned companies. More than one 
study has revealed that companies tend to invest abroad in order 
to maintain a market, established by export, which is in danger of 
being lost because of trade barriers.* Given reasonable political 
stability and freedom from discrimination, all the evidence points 
to the same kind of consideration—the desire to maintain or 
increase a market share—weighing heavily on subsequent deci- 
sion-making. 

As a footnote it may be interesting to note in this connection 
that after curbs on private capital outflow were announced by the 
American and British governments in 1965 there was some debate 


11. Ibid., pp. 116-118. 

12. Ibid., pp. 223-231. 

13. Ibid., p. 117. 

14. See, for example, E. R. Barlow and I. T. Wender, Foreign Investment and 
Taxation (Englewood Cliffs, N. J., 1955), p. 160. 
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in Australia about the most desirable monetary and fiscal policies 
to adopt. Orthodox economics seemed to call for contractionary 
policies to offset the Australian balance of payments problem 
which, it was anticipated, would be caused by the restriction on 
capital movement. There were others who argued, possibly with 
some success, that Australia could maintain its level of capital 
inflow by a continued expansion of economic activity coupled 
with restrictions on the right of foreign-owned companies to bor- 
row in the Australian capital market. Such a policy would con- 
front foreign-owned companies with the alternative of losing part 
of their market share or of continuing to bring in capital from 
abroad for further investment. 

It is important to stress one condition for the validity of this 
argument that may have gone unnoticed above. This relates to 
the actual or potential separation of the markets of the capital- 
importing and capital-exporting countries. It should be quite ob- 
vious that the investment policies of a foreign-owned company 
will be quite different from those of a domestically owned firm if 
trade barriers are, and can be expected to remain, minimal. And 
this is what makes the situation with regard to foreign investment 
in a politically independent country in the second half of the 
twentieth century so different from that in, say, nineteenth-cen- 
tury India, or other countries even in the twentieth century which 
have no genuine political independence. Few companies manu- 
facturing in a foreign country can be sure of an indefinitely free 
flow of parts and components from affiliates abroad, and it is this 


awareness which must ever dominate the investment thinking of © 


many a foreign-owned company in Australia. When foreign com- 
panies can be sure of a free flow of imports, it is almost always 
because tariff authorities can be convinced that local manufacture 
would be extremely uneconomic, and in these cases the interest of 
the foreign company and that of the nation concerned coincide. 
Parent company control over the export policies of Australian 
companies has also been severely criticized in Australia, this time 


as an interference with the national goal of developing an export © 


trade in manufactured products. The prevalence of such control 
has already been mentioned. Of seventy-nine American-affiliated 
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companies which provided sufficient information to permit classi- 
fication of the degree of parental control in this area, only nine- 
teen were completely free of geographical market restriction. And 
most of these nineteen suffered under some form of restriction, 
usually governing the price at which exports could be sold.” But 
for two important reasons the practical significance of these re- 
strictions has been grossly exaggerated. First, it is clear that in 
many cases restrictions on export franchises merely reflect the 
fact that Australian manufacturers are often highly uncompeti- 
tive on the world market. While it is true, as some critics assert, 
that more foreign-owned companies would be competitive on 
international markets if they had only constructed larger plants 
when they began manufacture there, the criticism conveniently 
forgets the fact that so many foreign-owned companies were 
induced to establish operations in Australia only by trade barriers 
which threatened them with the loss of the Australian market. In 
the past at least, most foreign companies setting up manufactur- 
ing operations in Australia simply were not thinking of markets 
beyond Australia. Their lack of foresight can hardly be criticized 
without making equally caustic remarks about the foresight of 
most native Australian industrialists. Second, it reflects a lamenta- 
bly inadequate understanding of the balance of payments to 
argue, as many do, that any increase in the exports of foreign- 
affiliated companies would be reflected in an equivalent improve- 
ment in Australia’s balance of payments. Without going into 
detail, it should be obvious that, in a fully employed economy, any 
increase in production for export on the part of foreign-affiliated 
companies involves an opportunity cost; an important part of this 
cost will eventually be reflected in the balance of payments.” 
Though it is at least in part a reflection of investment policy, 
some feel that foreign control over the dividend policies of com- 
panies operating in Australia also reduces the country’s sover- 
eignty. But a policy of high profit remittance, adopted at the 
insistence of a foreign parent company, cannot under normal 
circumstances be rated a “disadvantage” of foreign investment, 


15. Brash, American Investment in Australian Industry, pp. 229-230. 
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except insofar as profit reinvestment, like all capital inflow, would 
be to the country’s advantage. Moreover, studies indicate that the 
majority of American companies operating in stable political envi- 
ronments tend to pursue fairly conservative dividend policies.” 


Political Implications 


Perhaps critics fear the political influence of a large number of 
powerful American-owned companies. But there is little reason to 
expect that a foreign-owned company in, say, the chemical in- — 
dustry will behave very differently from a local company. In the 
Australian context, both will be primarily preoccupied with win- 
ning increased tariff protection or increased tax rebates for local 
research. Certainly, they may take different points of view on 
tariffs if the foreign company is more heavily dependent on im- 
ports than is the local company, but in this case the foreign 
company just behaves like any Australian importing agency. 
There is also little reason to fear the development of a foreign, or 
American, “front” in Australia in any situation not involving dis- 
criminatory action against foreign firms. As the Australian jour- 
nalist, Peter Samuel, observed recently, foreign companies have 
not even got a common interest in maintaining the right of free 
entry for foreign investment.* It would be just as convenient for 
many foreign companies to have their market position protected 
by a ban on the entry of further foreign competitors as it would 
be for the domestic firms in the same industry. 


Australian Control 


Most important of all, the point which must be remembered in 
any discussion of foreign investment and the freedom of action of © 
the capital-importing country is that ultimate control rests with 
the capital importer. When a foreign company invests in Aus- 


17. See, for example, ibid., pp. 94-100, and A. E. Safarian, Foreign Ownership 
of Canadian Industry (Toronto, 1966), pp. 247-250. 
18. Sydney Bulletin, December 3, 1966. 
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tralia, it submits itself to Australian law. It is subject to Australian 
taxation and regulation; it must pay Australian tariffs. 

The kind of influence that this gives local authorities can be 
seen with striking clarity in the development of the Australian 
motor vehicle industry. During the twenties and thirties the Aus- 
tralian government virtually compelled General Motors and Ford 
to invest in Australian assembly facilities by imposing high cus- 
toms barriers on the assembled chassis and virtually prohibitive 
tariffs on bodywork. (By 1935, duties on sets of motor panels 
represented ad valorem equivalents ranging from about 200 per 
cent to about 600 per cent.) In 1944, the government again 
brought pressure to bear, this time by threatening to establish a 
government corporation to manufacture cars in Australia. This 
threat, coupled with the acute postwar dollar shortage, was suc- 
cessful in inducing General Motors, Ford, and Chrysler to present 
to the government plans which resulted in all three companies’ 
embarking on substantial local manufacture. In the mid-sixties, 
with the industry all but completely in the hands of five wholly 
foreign subsidiaries, the government decided that the Australian 
content in the products of the industry should be still further 
increased, this time to 95 per cent in all main product lines. At 
this very time, steps are being taken to bring this about, not steps 
designed to attack the foreign ownership of the industry as such, 
but merely tariffs designed to make unattractive any policy not in 
line with that of the government. Personally, I am more than 
somewhat doubtful about the wisdom of this policy, but it 
nevertheless provides a very clear example of the assertion of 
Australian sovereignty over an industry which, to all intents and 
purposes, is completely owned abroad. A closer examination of 
the industry would also reveal the actual and potential control the 
government exercises over the level of the industry's activity and 
the direction of its investment expenditures by the simple expedi- 
ent of varying the sales tax on cars. 

This kind of measure—a tariff or a sales tax—is a widely ac- 
cepted and quite unobjectionable method of achieving govern- 
ment policy. The uses to which it can be put by an imaginative 
government even in “normal” times are legion. In times of severe 
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economic crisis, the government can also restrict or even prohibit 
profit remittance and capital repatriation. (Foreign companies 
operating in Australia have no guarantee of their absolute right to 
either of these freedoms.) It can control the import or export 
prices of foreign-affiliated companies, either directly or by imput- 
ing prices for the purpose of tax assessment. In the last analysis, it 
can even expropriate or seize control of foreign-owned assets. 
That this is a right which is likely to be exercised by an Australian 
government in only extremely rare situations is undeniable. But 
that it is a right which serves to remind foreign-owned companies 
of their duty to behave in a socially responsible manner is also 
undeniable. In an ultimate sense, a foreign company investing in 
Australia submits itself to Australian sovereignty. 


Conclusion 





* Conclusion ° 


Trends in Australian Development 


Richard Preston 


“Australia is happening. Right now.” An article in an American 
woman's magazine in 1967 started with those words. Using glossy 
pictures of magnificent specimens of Australian manhood in “surf- 
ing attire” and of beautiful girls wearing the latest fashions, the 
writer of “A Country of Champs” cited the astonishing record of 
Australians in world sport as evidence of the vigor and success of 
a country which is as big in area as the United States without 
Alaska but has a population only as large as Pennsylvania. The 
article reveals more about Vogue and its readers than about 
Australia;’ but there was nevertheless a substratum of truth in it. 
Australians have one of the highest standards of living in the 
world, enjoy a fine climate, and excel in many ways. Since World 
War II their country has experienced an unprecedented growth 
in wealth and population which enabled Sir Robert Menzies, 
when prime minister, to look forward to “Australia unlimited.” It 
is not surprising that many Australians have come to believe that 
the future belongs to their country. 

But it has sometimes been alleged that Australia exports its 
best men and women and is content to be second-rate in things 
that really matter. “Australia is a lucky country run mainly by 
second-rate people who share its luck,” wrote a former editor of 
the Sydney Observer and the Bulletin, Donald Horne.’ Trevor 
Reese, a British academic who lived in Australia for six years, 

1. George Johnston, “Country of Champs,” Vogue, CL (September 15, 1967), 
165-166, 176. 
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found Australians supremely confident that it is a great nation of 
the future; but he warned them, “There are dangers in a society 
which gravitates around the beach and draws its inspiration from 
the sun and the surf”; and he wondered whether “a people de- 
voted to pleasure will in the long term preserve the moral fibre to 
withstand real national emergency.” Australia’s efforts in two 
world wars suggest that emergencies can be met when they 
occur, and it is a common error for critics of Australia to expect it 
to compare as favorably with a much bigger country like the 
United States in every sphere of activity and intellectual effort as 
it does in tennis. Nevertheless skepticism is frequent, and some of 
it has some basis in fact. 

To form an opinion about the contradictory pictures presented 
by popular magazines like Vogue and also by optimistic politicians 
like Menzies, on the one hand, and by captious or controversial 
journalistic critics like Horne on the other, it is necessary to 
search for the causes of pessimism. When Horne returned to 
Australia in 1954 from overseas he found that, despite the impres- 
sive statistical evidence of growth since the war, some Australians 
had doubts about Australia’s future. One of his friends told him 
that by 1957 the country would be a Chinese dependency. That 
gloomy forecast proved unwarranted, but Horne wrote in 1966 
that many Australians continued to believe that their country 
could cease to exist while the rest of European civilization con- 
tinued as if nothing had happened. He felt that to forestall this 
possibility it was necessary for Australians to learn much more 
about Asia and to learn more about policy and decision-making. 
But his own view was that these things would be very difficult. 
The obstacle that he saw in the way was not the apathy of ordinary 
people, which is usually blamed for inadequacies in foreign pol- 
icy, but weaknesses in the Australian elites. He said that one 
cause of this weakness is the fact that for a long time Australia 
spent much less on education than other countries of a compara- 
ble state of prosperity.* In this vital sphere the country had been 
content to be second-rate. 


3. Trevor Reese, Australia in the Twentieth Century (London, 1964), p. 221. 
4. Donald Horne, “Australia Looks Around,” Foreign Affairs, XLV (April, 
1966), 446, 457. 
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Horne thought that obsession with the possibility of catas- 
trophe was a historic undertone of Australian life which dated 
from the time when the first transportees saw the somber and 
untidy eucalyptus trees and the first settlers came up against the 
country’s forbidding interior.” However, its present-day manifes- 
tation only began in 1942 when Japanese forces seemed about to 
invade the country and when Japanese aircraft destroyed Dar- 
win. It was not known then that an invasion of Australia was not 
part of Japan’s immediate intentions. But even if the danger was 
magnified, a Japan astride the South Pacific would have been an 
uncomfortable neighbor. 

When Japan threatened Australia, Britain was unable to help. 
Indeed Churchill opposed the withdrawal of Australia’s troops 
from the Middle East when Australia wanted to prepare to help 
herself. As the tie with Britain, and Britain’s unconditional offer 
of protection, had always been one of the immutable principles of 
Australia’s existence, its people felt deserted in their hour of need. 
The fact that the Royal Navy might not always be able to guaran- 
tee Australia’s security was a thought that had been previously 
expressed aloud only by a few Australian army officers who had 
been accused of merely seeking to justify their proposals for 
larger land forces. It was now seen to be a fact. In the following 
years Britain’s gravitation toward Europe, its visibly diminished 
power, and its proposals to withdraw its forces from east of Suez 
appeared to confirm the lessons which Australians had learned 
painfully in 1942. Australia felt as if it had been cut adrift and 
had found itself lying close to a potentially hostile Asian shore. 
These things sparked a real fear of future Asian aggression. 

The immediate reaction of the Australian government after 
Japan marched and after Singapore fell was to seek military aid 
from the United States. Since that time, through such treaties as 
ANZUS and SEATO, that policy has been pursued consistently 
and persistently. But the idea of an alliance with the United 
States has its opponents in Australia. Because of continuing Brit- 
ish sentiment, a few yearn for the old Commonwealth relation- 
ship. Others object to association with the United States because 
it is the symbol of capitalism or because it is a nuclear power. 

5. Ibid. 
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Some of these point out that the American promise to protect 
Australia is less comprehensive than was the British. Others who 
oppose the official policy of cultivating the American connection 
talk in terms of “going it alone,” either by trying to make Aus- 
tralia as militarily strong as possible, or by suggesting that it is not 
weaponry but friendly gestures toward Asia that alone can ward 
off the danger. Australian critics, including the Labor opposition, 
“hooted” with laughter when the late Prime Minister Holt said, 
“All the way with L.B.J.,” but the mandate given him in 1966 
seemed to show that most Australians were not against the Amer- 
ican alliance.’ Yet that deduction is not as conclusive as the 
government then claimed; internal divisions within and between 
the Labor opposition parties had emasculated their election cam- 
paign. Johnson's decision to attend the memorial service for Holt 
was seen by most Australians as more than a gesture of personal 
friendship and sorrow. It was for them evidence that the Presi- 
dent would go “all the way” in defending Australia. Nevertheless, 
terms of an American alliance tend to divide Australia about a 
question that has not hitherto been so complex, namely, where 
the country stands in world affairs and international relations. 

If Australia’s problem were simply one of finding a new protec- 
tor to replace Britain it would be difficult enough. But the dis- 
quiet felt by certain Australians in the postwar period is not just a 
reaction to the loss of a maternal protector anymore than it is 
merely the continuance of an alleged historic pessimism. At the 
roots of contemporary intellectual unease are changes taking 
place within Australian society. 

Rapid change is, of course, occurring everywhere else. Techno- 
logical development, industrialization, and revolutions in produc- 
tion, distribution, and communication are accompanied all over 
the world by social upheaval, by the rejection of old traditions 
and mores, by restlessness and lawlessness among youth, and by 
the revival of old animosities or the spawning of new ones in the 
form of internecine class or color hatred and of national and tribal 
strife. In many places these things are associated with the emer- 
gence of former colonies as new states. They are taking place 
everywhere in the shadow of an ideological confrontation be- 

6. “Australia Votes to Stay in Viet Nam,” Reporter, December 29, 1966. 
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tween the Western and Communist worlds. Meanwhile, what 
may prove to be the biggest problem of all, overpopulation and 
subsequent famine, so far seem impossible to control by either the 
loop or the pill. They may eventually be checked only by the 
bomb. Over all hangs the awesome mushroom cloud. Every coun- 
try and every people, whatever its present state of development, 
is affected. But, for the present, progress everywhere is remark- 
able, and the most advanced nations are developing even more 
rapidly than those peoples who a few years ago slumbered with a 
stagnated ancient culture, or still slept in the Stone Age, and who 
were only recently awakened to realize the potentialities of tech- 
nology in a modern state. 

It might seem that those great states that have worldwide 
responsibilities or those new states that are struggling to rise from 
antiquity or primitiveness in this technical age would be the most 
disturbed by today’s upheavals and tomorrow's threats. Never- 
theless, countries between those categories are equally affected, 
for instance, the former British dominions which achieved nation- 
hood before the worldwide march to independence began and 
which already have living standards like those of the great 
powers. It might also seem that among these fortunate states, 
those with nagging domestic problems—for instance, Canada and 
South Africa with their ethnic diversity and New Zealand with its 
complete dependence upon a staples market—would be less ca- 
pable of meeting the trials of this era than Australia, whose early 
history was especially blessed by the absence of such difficulties. 

But Australia is inevitably affected as much as any of them by 
the challenge of technical change and by the worldwide develop- 
ments of the age; and the only decision that it can really make for 
itself is to govern, to some extent, the rate at which change will 
proceed. For this task one Australian scholar has claimed that his 
country has certain advantages: “The freedom alone that we 
enjoy in this country, . . . the absence of racial problems, the 
virility of this nation, the prospects of our land, and the initiative 
of our managements and our labour.” But in some respects Aus- 
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tralia is at a disadvantage. It has had no real historic experience 
of major problems, of formidable opposition by native peoples, of 
civil war, of revolution, of tyranny, of experience of conquest, of 
internal ethnic cleavage, or of memory of past wrongs (except that 
some Australians hark back to the oppression of Ireland ).* Austra- 
lians are not used to facing issues that threaten their way of life or 
perhaps their existence; their society is therefore less well pre- 
pared psychologically than other peoples’ to meet grave dangers. 
Furthermore, the changes that are already occurring have altered 
some of the basic features of their society and have therefore 
made it still more difficult for them to face the unknown. Aus- 
tralia has been forced to accept radical change whether it likes it 
or not. This is naturally disturbing for a country which has been 
“for a century an open society, free from tyranny, making its own 
mistakes and shaping its own fate.” Rapid change added to a 
possible threat of conquest has had a depressing instead of an 
exhilarating effect on the minds of Australians who speculate 
about their country’s past and future. 

Australia’s growth from jail to nation in less than a century is in 
several ways unique. The story is well known and need be only 
briefly retold here. In the course of two or three generations an 
empty continent was occupied and developed and a homoge- 
neous society was created. This occurred in virtual isolation. Hav- 
ing no large and virile aboriginal population and no powerful 
neighbors, Australia grew in peace. The affair of the Eureka 
stockade and the alarms about Russian cruisers during periods of 
tension in Europe and Asia were but insignificant ripples on a 
placid surface. Australian remoteness permitted the test-tube 
growth of a nation insulated from world upheavals, relatively 
isolated from the viruses of social disorder, and virtually free 
from the internal class, regional, and ethnic cleavages on which 
unrest feeds. 

Distance between colonies for a time slowed national unity, 
which was also delayed by the rivalries and jealousies of colonial 
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metropolises whose size and importance was a unique feature of 
Australia. But the Australian people, especially those in rural 
areas, early developed a sense of common kinship. By the end of 
the nineteenth century railways and considerations of economic 
necessity and of the supposed needs of defense centralization 
forced the acceptance of the Commonwealth idea on regionally 
minded politicians in the separate scattered colonies. 

The Commonwealth was merely a formal and political recogni- 
tion of an established fact. During the last third of the nineteenth 
century, when Canada had already become a single country but 
Canadians were still deeply divided and unsure of themselves, 
Australians were already in their own eyes a single people. Al- 
though Australia was the most urbanized community in the 
world, the concept of a distinctive Australian character, which 
accompanied the development of a sense of national identity, had 
supposedly been fashioned in the “bush.” It had not assumed 
rejection or modification of the imperial tie, and it was not based 
on suspicion of a neighbor. Australians regarded themselves as 
British as well as Australian. In fact they were said to think of 
themselves as more truly British than the British people them- 
selves, who were thought “too English.” Australia’s entry into the 
European war of 1914-18 was the voluntary act of a people who 
felt themselves to be distinctive but who acknowledged their de- 
pendence upon Britain. It was undertaken with a characteristic 
Australian willingness “to have a go.” 

As with Canada at Vimy, Australia became of age at Gallipoli, 
but it was not until the Second World War and a serious threat to 
Australia itself that full international independent status was 
claimed. Yet there is a prolific literature about the Australian 
national character of a kind that would be still inconceivable for 
Canada. Many of these characteristics and much of this mythol- 
ogy of Australian nationhood had been evident since the 1880's 
and 18go’s. Australia had grown to be a nation in the nineteenth 
century but had not fully realized it. In addition to dependence 
on the Royal Navy, a lingering colonial inferiority complex among 
better-off Australians was partly responsible. 

Historians have debated the explanation of this rapid process 
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of maturation in isolation in the course of so few decades which 
seems a contradiction to the normal rule that nationalism is fos- 
tered by antagonism and fear. Some have sought to explain it by 
an adaptation of the Turner frontier thesis of American develop- 
ment to the Australian scene.” In Australia the frontier stabilized 
early because of the poverty of land in the interior and quickly 
became a permanent, rather than a transitory, phenomenon. 
These differences from the American experience, which meant 
the absence of a plentiful supply of free arable land and therefore 
of small freeholders and led to the growth of rural trade unions of 
migrant sheepshearers, have been used to explain the special 
form democracy took in Australia. Australian democracy leans to 
the corporate organization of the trade union, is ready to look to 
the state to further its aims, is aggressive in its egalitarianism, and 
professes the “outback” concept of “mateship.”” But no one has 
satisfactorily explained why influences from the rural areas 
should have fashioned the attitudes of a nation that was primarily 
urban. 

Manning Clark found it necessary to remind his countrymen 
that despite the importance of environment on their development 
they were essentially a European people and that their society 
derived its chief characteristics from Britain.” In fact, the chief 
reason for the rapid growth of various manifestations of “Austra- 
lianism” was the “tyranny of distance,” as is suggested by the title 
of a new interpretative book by Geoffrey Blainey.” Distance 
permitted a European community in Australia to go its own way 
as long as it was secure behind the shield of the Royal Navy. 
Metropolitanism, rather than the frontier, but a metropolitanism 
that stemmed from local centers in Australia rather than from 
London, shaped Australian development. 

An important cause of Australia’s rapid progress toward nation- 
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hood was the homogeneity of its population. Until the Second 
World War Australians were little short of 100 per cent British 
(including Irish) in origin. An ethnic uniformity that was without 
the class division that splits the community in the British Isles 
came to distinguish Australians from other peoples. The concept 
of a classless society and of the morality of social justice, and fear 
of the divisive effects of a class struggle such as seemed about to 
break out in the great strikes of 1890-93, led Australian trade 
unions to resort to political action and eventually to accept the 
principle of compulsory arbitration in labor disputes. Although in 
general not imbued with doctrinaire socialism, unions in Australia 
were even more opposed than those elsewhere to incentive pay- 
ments. Their collective aim was a high average standard of living 
for everyone with no extremes of wealth or poverty. Australians 
were also against the wide distribution of relief. The end result 
was to stress concern for the ordinary man and, allegedly, to 
encourage lack of effort on his part. Fear that low-wage groups 
might jeopardize wage standards which had been hardly won, 
when coupled with ideas of ethnic purity, was a powerful factor 
in the restriction of South European immigration and in the 
exclusion of Orientals. Australians also justified their exclusive 
policies by declaring that this was in fact no empty land waiting 
for occupants because the idea of great open spaces was a myth.” 

Uniformity was also an important factor in checking the 
growth of sectionalism. Although the states were deliberately 
made strong in the Commonwealth constitution, provincialism 
did not gain ground except where it was expressed by state 
political machines in state capitals. Ethnic and even regional 
economic interests (except perhaps among the Irish-Australians 
in the one case and in West Australia in the other) have never 
seriously affected Australian politics. 

Nevertheless the relative importance of the various metropoli- 
tan urban centers had an important effect upon the Australian 
economy. The Great Depression of 1929-33 hit Australia early 
because of its dependence upon overseas markets for its primary 
products. Some economists believed that the lesson to be learned 

14. W. D. Forsyth, The Myth of Open Spaces (Melbourne, 1962). 
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was that Australia should abandon her traditional high tariff 
policy in order to encourage the revival of international trade 
because more stringent economic nationalism in Europe could be 
very harmful. However, the Commonwealth government signed 
the Ottawa agreements designed to build up British Empire trade 
by imperial preference.”* Consequent retention of tariff protection 
may have served to protect and develop Australia’s secondary 
industries, but mounting unemployment figures halted efforts to 
increase Australia’s population that had been favored in order to 
insure that the country did not have to face an unpalatable 
answer to the question posed in a book of that period, Australia 
—White or Yellow? by Fleetwood Chidell.” Ultimately, the pro- 
vision of services in the great urban centers, and the growth 
of secondary industry there, were to mean that Australia became 
less dependent on the sale of its primary produce overseas. 

The First World War and the Great Depression taught Aus- 
tralia that the outside world was important to it. But not until the 
Second World War was Australia warned that it must expect to 
have to undergo radical revision of its way of life if it wished to 
survive. The slogan “populate or perish” became popular during 
the war and led to a vastly expanded immigration policy that was 
to help increase Australia’s population by 50 per cent in the 
course of a couple of decades. This ended the country’s ethnic 
homogeneity. The need to absorb European immigrants drew 
attention to the need for reform of the educational system. In 
particular it showed the need for the study of Australian history 
which had previously taken second place to British history. The 
problem of financing education, along with other necessary devel- 
opments, affected Commonwealth- state relations and suggested a 
need to strengthen the central government in order to provide 
better and more uniform facilities. As constitutional reform was 
virtually impossible under the Commonwealth Act, Sir Robert 
Menzies’ government steadily increased Commonwealth power 
and ianeere by use of taxing powers which had been increased 
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for war purposes. There has as yet been no really significant 
protest against this trend toward a unitary state; and undoubt- 
edly it has made possible a vast improvement in the strength of 
the Australian economy, for instance by the development of a 
national system of communication by air which in turn cut down 
distances and furthered unification. The growing importance of 
the Commonwealth government is also shown by the increased 
use and significance of the capital city, Canberra, which before 
the war had been regarded as a joke. 

Up to 1952 Australian prosperity was maintained by the high 
price of wool. Ten years later it was possible to say that industrial 
development had advanced to the point where the country was 
no longer as vulnerable to world crises that forced down the price 
of raw materials. Secondary industry was “bursting at the seams,” 
and investment in heavy industry and the discovery of ores had 
made it possible for Australia to provide its own iron and steel. It 
also began to export motorcars.” In 1966 Prime Minister Holt told 
the American-Australian Association that “diversification had 
taken a lot of fluctuation out of our economic affairs” and had 
enabled the country to survive the first major drought in twenty 
years without a serious diminution in exports.” 

However, in the same speech Holt noted that the population 
“east of Suez” was now 1.5 billion but was likely to be 3 billion by 
A.D. 2000, and that Saigon was nearer to Darwin than Brisbane 
was to Perth. The shrinking of distances that had helped to 
strengthen the Commonwealth government in Australia had 
brought the country closer to world problems. Australia had come 
to realize that it was not in fact a continent on its own but an 
island lying off the shore of Asia. Sir Douglas Copland advised in 
1957, There is now no place for an outpost of western civilization 
as an exotic product in a geographical area with massive numbers 
and a new sense of identity joined to a long cultural heritage.” 
For Australians, Asia is more important than Africa not merely 
because it is nearer but because it is also more capable of devel- 
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opment in the near future since it has more on which to build. 
Australia therefore had to face up to the fact that it was in Asia 
but was not a part of it. It was easy for Copland to suggest that 
Australia must not remain exotic, but it was difficult for Austra- 
lians to conceive how they could accommodate their culture and 
outlook to that of Asia. 

Since 1942 Australia has shown awareness of the need to win 
the respect and friendship of Asian countries. In 1950 it took a 
leading part in establishing the Colombo Plan for the provision of 
financial and technical aid. Its universities and technical colleges 
began to admit Asian students in considerable numbers for train- 
ing. And Australia welcomed India to full membership in the 
(British) Commonwealth. But Asians were not welcome in large 
numbers as permanent members of the Australian Common- 
wealth, and Australia had little sympathy for an India that was 
provocatively “neutralist” in its attitudes on the cold war. The 
Communist victory in China complicated the problem. Australia 
willingly joined anti-Communist defensive alliances and reversed 
traditional policies to send troops to Malaysia in peacetime. 
When China invaded India, Australia offered immediate aid and 
opened a new chapter of friendship in Indo-Australian relations. 
With increasing United States involvement in Vietnam, because 
of Australia’s desire to cultivate the American alliance, and on the 
grounds that it was better to fight communism in Asia rather than 
in Australia, the government also sent troops to Indochina and 
introduced conscription, which had been a political liability in 
two world wars. Throughout all these moves it was noticeable 
that Australian political parties were more comfortable in an 
association with the rich and powerful West than with needy and 
overpopulated Asian countries. Australia found it hard to identify 
itself with Asia. 

Although the policy of aid to Asia had come to be paralleled by 
one of military action in Asia, aid programs were maintained. 
Thus, at times when political relations with Indonesia were at 
their worst, Australian aid to that country remained high. When 
Australia was fighting in Vietnam against Chinese-backed Viet 
Cong and North Vietnamese troops, it was at the same time 
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selling wheat to China. This latter action highlights part of the 
Australian dilemma. It had to choose not merely between aid and 
military action in Asia but also between military action abroad 
and development at home. Continued growth is essential to the 
maintenance of Australia’s well-being and strength. The discov- 
ery of minerals in formerly undeveloped parts of the country, and 
the possibility that large sections originally considered quite use- 
less might become capable of development—especially if nuclear 
power can be harnessed to distribute water or if rains can be 
manufactured artificially—suggests a much greater future for Aus- 
tralia than was previously imagined by the wildest dreamers. 
Current unease is caused by the fear that Australian political 
sagacity may be unequal to the task of making the right decisions 
now about the correct apportionment of resources and effort 
between military action in Asia and development in Australia. 
Intellectuals are skeptical because of doubts about the effect of 
Australian egalitarianism on initiative, assiduity, and wisdom. 

There is unease also because in the long run the decisions that 
will shape Australia’s destiny may be made elsewhere. A decision 
to resort to nuclear war, or to withdraw entirely from the Asian 
mainland, could be made by the United States without Australian 
participation. But either would vitally affect Australia’s future. 
For Australia more than for any other country the choice might 
be between annihilation or submersion, but it might not be in a 
position to choose. Furthermore, although there is much room to 
maneuver between these catastrophic alternatives, the great 
changes in the composition of the Australian population, in the 
nature of the Australian economy, and in its political and social 
problems make it difficult to see exactly where the country is 
going. 

The essays in this volume are mostly research studies of impor- 
tant aspects of the problems of contemporary Australia, but they 
include in addition historical investigations valuable for an un- 
derstanding of current experiences: Geoffrey Serle’s outline of the 
effect of British influences on the growth and development of 
Australia was followed by Fred Alexander's assessment of the 
place of Australia in world affairs and explained the move toward 
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closer American ties. Then Fred Gruen’s survey of the Australian 
economy explained Australian prosperity but suggested that 
there is harmful hesitation in the planning of economic policy. 
One example of this is resistance to tariff reform which was 
described and analyzed by Gregory McColl. The same writer 
warned that signs of the solution of the balance of payments 
problem are deceptively optimistic, and Geoffrey Bolton’s history 
of northern development similarly suggested that past experience 
should caution against undue optimism about recent develop- 
ments there. Future economic development is thus faced with 
difficulty. 

Various aspects of Australian politics and society were also 
selected for examination. The peculiar development of Australian 
metropolises was investigated by Bruce Ryan, who speculated on 
possible development in the future. John Cell examined the im- 
pact of immigration on the burgeoning economy and the homo- 
geneity of a society in which Anglo-Irish conflict was the previous 
limit of diversity. Kingsley Laffer analyzed the Australian con- 
cept of arbitration and conciliation in labor disputes as a form of 
social justice, and J. E. Isaac discussed its relation to the sharing 
of the national income. The political system, and especially the 
history of the Labor party, was examined by Tom Truman, who 
argued that socialist ideas are an important, rather than a mini- 
mal, cause of party difference in Australia. To deal with the 
problems of today, Australia has moved toward a unitary state. 
Wilfred Prest showed the way in which the federal Constitution 
is in effect being adapted to provide for educational needs as it is 
in other ways which other scholars have noted. Finally, Enid 
Campbell examined the efficacy of the Australian legal system in 
the preservation of the essential rights of the citizen both in state 
laws and under the federal Constitution. 

Henry Albinski showed that Australian policy in Vietnam con- 
forms to the basic principles that have long governed foreign 
policy in general, including the need for American protection, 
and James Polhemus expanded upon that portion of Albinski’s 
essay that dealt with foreign aid, the alternative and supplement 
to the deployment of military force in Asia. Finally, with regard 
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to the extent of American influence, Gordon Greenwood outlined 
the comparisons and parallels in the history of Australia and the 
United States and showed the way in which contacts between the 
two countries have recently increased. Australian acceptance of 
American influence is not, however, merely an attempt to cement 
a defensive alliance. J. E. Richardson showed that American 
examples that do not suit Australian interests can be replaced or 
ignored, but Ron Gibbins established that American influences on 
commercial practice are effective in many cases because they are 
valuable innovations in the process of modernization which is 
worldwide. J. E. Richardson further showed that the powerful 
American economy can, because of advantages in the scale of 
production, impose patterns on Australian development in the 
aircraft industry; and Donald Brash doubted whether the politi- 
cal fears of American investment in Australia are justified in face 
of the economic advantages that ensue. 

No fruitful general conclusion can be derived from studies of 
this widespread nature. However, the picture that is presented is 
one of vigor and development despite difficult obstacles. It tends 
to offset the pessimism that was noted at the outset of this essay. 
Australia’s future may, in fact, be decided by others. Neverthe- 
less, given time and good will, it can play a great part in the 
world of tomorrow. 
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